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Saving Losses 


Last March 18, with the market 
around the peak, T. E. Rassieur 
Trend Interpretation Service wired 
subscribers: “‘Sell all stocks.’’ Con- 
sider the losses they avoided by 
getting out immediately when the 
downward movement began and 
staying out continuously since then. 


As soon as an upward trend is 
starting, T. E. Rassieur will wire: 
“Buy” -- recommending, as always, 
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for maximum safety -- urging im- 
mediate action for maximum profit 
potentialities. 

Making profits -- saving losses are 
equally important to shrewd traders. 
Trend Interpretation Service helps 
both ways -- times your trading 
through consistently accurate fore- 
casts of long-term and short-term 
trends. 


Trends are interpreted strictly by 
mathematical computation. Analy- 
ses, illustrations, results of this 
method are clearly oxplained in free 
booklet: “TREND INTERPRETA- 
TION.’ Write for it today. 
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ness houses advertising in this issue. They 
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the iss houses. Please ask for them by 
number. e urge our readers to take full 
advantage of service. Address Keep 


Posted Department, The Magazine ef Wall 
Street, 90 Broad Street, New York, N. Y. 


*‘ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


‘*‘TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, 
a security advisory service conducted by 
The Magazine of Wall Street for over 
19 years, definitely advises subscribers 
what securities to buy and when to 
sell. Write for current weekly 8-page 
bulletin. (793) 





INVESTMENT PROFIT INSURANCE 


The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 


J. A. Acosta & Oo., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 


G MONEY IN STOCKS 

issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upon request. (953) 


UNITED BULLETIN 


Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 
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Bacownre two years of study and 
deliberation, the special committee 
appointed by the New York Stock 
Exchange to inquire into the matter 
of commissions has published its 
| findings. It may be said at once 
> that the report constitutes unfavor- 
| able news for the investor and spec- 
wlator, especially the small investor 
and small speculator. Indeed, the 
small speculator, or in-and-out 
trader, appears to be almost com- 
pletely doomed. There is no need 
to go into complicated stock and 
bond schedules here: what the com- 
mittee recommends is that commis- 
sions be raised and that commissions 
be raised more, proportionately, on 
low-priced stocks than upon high 
priced stocks. In 1929 a man could 
trade in-and-out of fifty shares of a 
ho-par stock selling on the New 
York Stock Exchange at $15 a share 
for the following costs: the odd-lot 
house would penalize him one-eight 
ofa point on the “buy” side and 








one-eighth of a point on the “sell” 
side; his buying commission would 
be $6.25 and his selling commission 
$6.25; finally, the Federal Govern- 
ment would demand 2 cents a share, 
or $1 on the fifty shares, and New 
York State would take as much 
again. All this adds up to the equiv- 
alent of $27 and meant that our man 
required a spread of something over 
half a point to “break-even.” 

Now let us see how it would be if, 
and when, the new commission rates 
are made effective. In the first 
place, the Federal tax has doubled 
and, instead of 2 cents a share, it is 
4 cents a share, while the state tax 
on stock selling for less than $20 a 
share is 3 cents a share. Moreover, 
our odd-lot buyer has to pay trans- 
fer taxes on the “buy” side, too, 
making in all $7 on the fifty shares 
of stock. The odd-lot difference of 
one-eighth on the “buy” side and 
one-eighth on the “sell” side is the 
same today as it was in 1929. The 


new commission rates come next: 
on transactions between $100 and 
$1,000 it is proposed to charge $5 
plus 1% of the sum involved. This 
would amount to roughly $25 on the 
in-and-out transaction. The grand 
total is $44.50 on a completed trans- 
action in fifty shares of stock at $15 
a share and means that our man 
must now enjoy a spread of nearly 
a point before breaking even. 

A spread such as this in an issue 
selling for a price as low as $15 a 
share is very appreciable. It is 
about 6% of the amount involved. 
Or it may be said to represent a 
good year’s normal income. It is all 
very well for the Committee to point 
out that the activities of the Secur- 
ities & Exchange Commission have 
reduced the volume of trading, that 
the tax on capital gains and other 
things have reduced it, the fact re- 
mains that a 6% handicap is a 
formidable obstacle for the investor 
and trader to overcome. 
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AS BROAD AS BU Si 


REWRITING THE WAGNER ACT ... President Roose- 
velt slaps the C. I. O. with a cryptic Shakespearean utter- 
ance. Secretary of Labor Perkins executes an emphatic 
about-face, denouncing sit-down strikes and labor vio- 
lence. Secretary of Commerce Roper cautiously hints 
that the Administration is receptive to the idea of re- 
writing the Wagner Labor Relations Act. 

What underlies this belated shift? The answer can be 
put in one word—politics. The Administration went 
into the Lewis partnership because it thought this was a 
political asset. Within a very short while, thanks to the 
stupidity which led C. I. O. unions into wholesale vio- 
lence, it became a political liability. Ambitious politi- 
cians do not stay long with unpopular causes. 

There is not the slightest doubt where majority public 
opinion stands. It demands fair play for labor, industry 
and the public. It is significant that the two polls of 
national opinion which proved most accurate in the last 
presidential election show a strong drift of sentiment 
against the C. I. O. and an emphatic belief in the desira- 
bility of imposing legal responsibilities upon labor unions. 
| Since public opinion has already rewritten the New 

Deal labor attitude, it logically follows that it can only 
bea matter of time before Congress gets around to the 
formality of rewriting the Wagner Act. Republican 
Senator Vandenberg, continuing his recent performance 
of being two jumps ahead of the New Dealers in reading 
the public mind, is already on record with some adniir- 
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ably sound and fair suggestions. He advocates that 
employers, as well as workers, be permitted to demand 
elections to determine majority representation in col- 
lective bargaining and favors subsequent elections at 
option of either party upon termination of, or breach of, 
contract. Another amendment would require written 
contracts, but provide that strikes could be called only 
by majority of all workers, and would empower the 
Labor Board to discipline unions guilty of contract 
breach by halting collection of revenues. The third 
amendment would prohibit compulsory political assess- 
ment of union members; require that all union officials 
be citizens; forbid coercion in organization campaigns. 
Such changes would go a long way toward making the 
one-sided ill-conceived Wagner Act an effective instru- 
ment of social justice and progress. 


TOWARD STABLE COMMODITY PRICES ... The 
trend of commodity prices is of vital concern to business 
men because of its bearing upon profit margins and the 
determination of inventory policies. Only a few months 
ago majority opinion looked for continued inflationary 
advance. Instead, the concentrated November-March 
upturn—based on supply-demand factors but exag- 
gerated by imprudent speculation—was followed by 
severe relapse. As usual after such a set-back, we now 
find opinion mixed. Some predict further general decline 
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during the secord half of the year. Others see a renewal 
of the major advance. 

It should be pointed out that the forecasts of some 
economists do not sufficiently take into account the fact 
that the Government has undertaken the responsibility 
of “managing” the business cycle and the commodity 
price trend. Regardless of whether one believes that 
this management will prove wise or successful in the 
long run, the cold fact is that it does have a large in- 
fluence upon business activity and sentiment, and upon 
the price trend. Short term variations are especially 
sensitive to this influence, as we have recently seen. 

Both because Federal policy opposes either further 
sharp advance or major decline from approximately the 
present level and because supply-demand factors will in 
coming months work toward a closer balance, the 
chances are that no wide price swings in industrial com- 
modities will be seen during the second half of the year. 
This is all to the good and, in fact, is a bull point on 
the business outlook. 


IT WILL BE A LIMITED NRA... No bill now pending 
in Congress is of more importance to industry than the 
Administration-sponsored measure to regulate wages 
and hours. Business men have voiced surprisingly little 
opposition, either feeling that it would do no good or 
relying on the hope that Congress in its reasserted inde- 
pendence will revise the bill so as to establish definite 
and conservative standards. Tentatively, it may be said 
that the latter hope appears to be justified, for the Senate 
Committee has now agreed on a bill much different from 
the original. 

The most far-reaching change made by the committee 
would drastically restrict the discretionary powers to be 
placed in the Wages and Hours Board. If the bill is 
adopted in the revised form, the board could fix wages, 
based on study of local conditions, up only to a maxi- 
mum of 40 cents an hour and would have discretionary 
power to change maximum hours only between 40 and 
60 a week. Such regulation would go far toward the 
valid objective of eliminating sweatshop evils, without 
either playing hob with existing standards in most indus- 
tries or leaving business at the doubtful mercy of another 
board of bureaucratic dictators. 


TRADE BALANCE TURNING ... During the first quar- 
ter of this year merchandise imports into the United 
States exceeded exports by $132,000,000, leading to fore- 
casts by some observers that the year would show an 
adverse trade balance possibly of as much as $500,000,- 
000. It was pointed out in these columns at the time 
that the first quarter trade movement was abnormal 
and that the import balance would be pared down or 
eliminated later in the year. 

The import surplus of the first quarter was due largely 
to unusual imports of agricultural products made neces- 
sary by last year’s drought and to the lag then prevail- 
ing in the rise of prices of manufactured goods as com- 








pared to raw materials. Larger domestic crops yj 
reduce agricultural imports to normal proportions, 4; 
present, moreover, world prices of such leading import 
products as rubber, tin and raw silk are materially lowe 
than in the first quarter, while our exports of mam. 
factured goods are tending to increase both in physical 
volume and in price. 

These changes in the picture began to be reflected jy 
May, in which month we had an export balance of 
$3,886,000. The May trend has continued and will be 
accelerated by the usual seasonal increase in autum 
exports. Accordingly, the chances are that the so-callej 
unfavorable first quarter balance of trade will be cap. 
celled in short order and that, due importantly to r. 
newed export of farm products, the year will show an. 
other favorable balance. 















THE FUTURE OF “BIG BUSINESS" .. . Out of twenty 
corporations having 100,000 or more shareholders, only 
three experienced an increase in number of owners last 
year. These were the perennially popular General 
Motors and General Electric and—surprisingl y—United 
Gas Improvement. The increases in each instance were 
small. Decrease in stockholder lists at the close of the 
year were shown by such outstanding companies as 
American Telephone, United States Steel, Radio, Socony- 
Vacuum, Anaconda Copper, Consolidated Edison, Stand- 
ard Brands and Pennsylvania Railroad. 

Several reasons may be advanced for this apparent § 
decrease in popularity of large companies. Threats of 
legislation aimed at “big business” have been a factor. 
The belief that large companies are usually more vulner- 
able to labor agitation than small companies has played 
apart. Finally, stock market recovery has undoubtedly § 
released many “involuntary investors” who became 
stockholders either prior to the depression or in its earlier 
stages and who have been well satisfied to withdraw as 
the opportunity to get out without loss presented itself. 

It would be foolish to draw any dogmatic investment 
conclusions from this phenomena. A host of factor f 
determines the investment merit of any security; and 
other considerations may be, and usually are, mor 
pertinent than whether a particular company is large or 
small. There are strength and weakness in large size, 
but so there are also in small size. When appraising 
the effect of governmental policies upon large corpora- 
tions, do not forget that governmental policy often— 
unintentionally—works more harm upon small com- f 
panies than upon their larger competitors. A prime > 
example of this is the undistributed earnings tax. This f 
is a serious obstacle to the growth of small companies 
and thus tends to preserve the advantages of big com- 
panies, which either have existing reserves large enough 
to provide for needed expansion or which enjoy a credit 
rating making possible financing on favorable terms. 
The doom of “big business” is not in sight and we would 
think long and hard before buying into the smallest of 
various companies in a given industry merely because 
it-is the smallest. 
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BY CHARLES BENEDICT 


OBLITERATION! 


Wars I was traveling in Latvia, several years ago, 
I motored out to a place called Niebad, about forty miles 
outside of Riga. My mother had wanted me to see this 
place which held such tender memories for her and she 
asked me to bring her a little box of white beach sand. 
[had expected to find a beautiful seaside resort with a 
silvery strand leading right out from the pines—a quaint 
fishing village—the air laden with the fragrance of burn- 
ing wood from the smoke houses—interesting lodges 
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made of logs with balconies of ornamental wood. I was 
told a drive three miles from the village would lead me 
tothe vast estate of the Baroness Von Frietag with acres 
of magnificent grounds and beautiful buildings. 

And what did I find? A few straggly houses, a yellow 
painted shingle schoolhouse; masses of fishing nets dry- 
ing in the sun. What had been a fashionable and ele- 
gant resort was now once more a simple fishing village. 
Completely wiped out during the World 
War—a raging battlefield for the Germans 
and the Russians—it had gone back to vir- 
gin forest. Men had destroyed themselves 
and not a vestige was left of what they had 
been or what they had built—even 20 
years later. Only the beautiful beach re- 
mained and 
pines, green and majestic, reached to the 
skies. Those who had died had disinte- 
grated into the soil. Nature had healed 
her wounds and once more rose out of the 
heart of men’s folly, serene and at peace. 

All this made a tremendous impres- 
sion on me because this obliteration of 
mankind and his works had taken place 
only yesterday. I knew it had all existed 
during my lifetime—it wasn’t like reading 
about the rise and fall of the great em- 
pires of Egypt, Greece, Rome—nor seeing 
the ruins of ancient civilizations. I had 
been impressed when I visited Toledo in 
Spain some years back with its 11,000 
mhabitants where there had once been 


then, as now, magnificent 
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200,000 and a center of art and culture on a world seale. 
I had been in Burgos in Spain—that ghost of a once 
great capital—where on the wall of the monastery still 
hangs the chest which was supposed to have belonged to 
Il Cid, the conqueror. While I was deeply impressed 
and my imagination stirred by the realization of what 
had taken place, it did not touch me like the scene of 
man’s obliteration in the little Latvian seaside viliage, 
which took place such a short time ago. 

And I came to believe that if men knew how quickly 
the civilization they have developed can collapse—how 
quickly the comforts and luxuries of today could vanish 
—how the methods and procedure for making the prod- 
ucts now in daily use could disappear—they would 
band themselves together to prevent any man greedy 
for power, ambitious for self-glorification, from con- 
trolling our destinies and nullifying our future. 





View of the Alcazar, in the once great city of Toledo, Spain 
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BY A. T. 


K.. some weeks it has been evident, as observed in 
these articles, that the stock market was thoroughly 
“sold out,” that the gloomiest speculative sentiment in 
several years was having but small effect upon prices 
and that the first change in the news subject to favor- 
able interpretation would find the market as thin on the 
upside as it had been on the downward movement. 

From the middle of May, when we advised purchases, 
total net extension of the reaction in 
the Dow-Jones industrial average was 
about 2 points—and this at the very 
period when the skies seemed darkest. 
The maximum decline in THe Maaa- 
ZINE OF WALL StrEET’s index of 330 
stocks from the May low was only some 
4 points, as contrasted with 24 points de- 
cline in the preceding ten weeks. The 
strong technical position indicated by 
this performance has been strikingly 
confirmed during the past week by the 
sharpest advance in many months. 

As measured by the Dow-Jones in- 
dustrial average more than 42 per cent 
of the entire decline from the bull mar- 
ket highs of early March has been made 
up as this analysis is written, while the rail average has 
recovered nearly one-third of its total preceding loss. 
Cempleting the picture, even the lowly utilities in a 
single week have retraced the ground given up during 
the preceding two months. 

Our readers hardly need to be told that this prompt 
reversal in investment and speculative psychology re- 
sulted from a sudden realization by the market that an 
overwhelmingly adverse public opinion had clamped the 
brakes on the violent C. I. O. labor movement and had 
forced a shift in New Deal labor policy to the side of 
law and order. 

We hope we may be pardoned for a quite human im- 
pulse to say: “We told you so.” In our issue of June 19, 
with labor turmoil at its peak, it was observed here: 

“If the C. I. O. continues to overstep the bounds of 
law and order as it has recently shown a tendency to 
do, the hand of the Federal Government will be forced. 
Then, political debts notwithstanding, some positive re- 
straint will be exerted, either openly or privately.” 

In the issue of July 3 we noted that aroused public 
opinion had forced a shift to the Right in the labor atti- 
tude of the Governors of Pennsylvania and Ohio; and 
that C. I. O. violence and disregard of property rights 
had passed their peak. 

Recent statements by the President and other Admin- 
istration officials, putting themselves definitely on record 
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as opposing union violence, merely constitute a belated 
recognition that in their labor policy they had been out 
of step with the public mind. 

So much for that. Whatever its future, the C. I, 0, 
movement appears to be through as a major influence 
on investment and speculative sentiment. With Euro 
pean developments also less frightening for the present, 
the markets are free to get back to the normal job of 
appraising the outlook for business ae- 
tivity, profits, dividends, interest rates, 
etc. Where do we go from here? Are 
we seeing merely a rally in a tempo- 
rarily oversold market or a gradual re- 
newal of the major advance? 

In a bear market the fact that the 
Dow-Jones industrial average had re 
covered 42 per cent of the ground lost 
in intermediate reaction and the sail 
average nearly a third of its loss would 
not be conclusive. But this is a bull 
market and will remain a bull market 
until industrial expansion has reached 
a level considerably above that of 1999 
and until our credit reflation definitely 
gives way to credit deflation. Mean- 
while, with the severest reaction of several years out of 
the way, it is safe to conclude that the underlying ad- 
vance has been renewed. The lows on the average have 
been put behind and the next technical test of any great 
significance will be the former highs. Whether over the 
next several months they will be surpassed is too con- 
jectural at this time, and we will cross that bridge when 
we get to it. Between the present position and the highs 
of March there is room for substantial profits. 

On the whole, we believe the market outlook for the 
second half of the year is brighter than it was for the 
first half of the year. There are several reasons for this 
belief. A stock market which has had a thorough shake- 
out is a sounder and safer market than one which had 
been advancing for many months without more than 
insignificant technical correction. This reasoning like- 
wise applies to the bond and commodity markets. 

Moreover. in the field of politics and labor the unset- 
tling things that happened in recent months either will 
not happen again or cannot produce the same shock of 
surprise and dismay. This amounts to saying that after 
a rather protracted period of fear and doubt, in which 
pessimism goes to excess, the chances are that future 
developments—barring European war—will be subject 
to favorable interpretation whether they are actually 
all that one could desire or merely because they are not 
as bad as had been expected. 
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The market trend has turned strongly to the upside and we 


would ignore possibility of nearby technical recessions. Next 
significant test should be the highs established last March. 
Discriminating investment and trading purchases recommended. 


During the first half of the year there were dangled 
before our eyes the worst potentialities in the Presi- 
dent’s Court packing scheme, the proposed venture in 
Federal wage and hour regulation, the new T V A’s and 
other measures disturbing to investment confidence. In 
coming months attention will center not on how far 
these proposals will go but on how much they will be 
revised by Congress and whether some of them will get 
through at all. A pertinent example of this change in 
the psychological atmosphere is the fact that the wage 
and hour bill, much feared in its original “Brain Trust” 
form, has already been rewritten by a pro-Administra- 
tion Senate committee into a sane and workable law. 
As another example, the departure of Senator Norris— 
father of T V A—from Washington for the summer vir- 
tually precludes action at this session on his pet pro- 
posal to set up a half dozen or more new Federal power 
yardsticks. 

Similarly, business developments during the second 
half of the year are more likely to prove a pleasant sur- 
prise than the reverse, because the possibility of reces- 
sion has been widely advertised and there can be no 
element of shock present if it does eventuate. On the 
other hand, if there is but slight business let-down— 


and we expect nothing more—the stage is set for the 
market both to celebrate that fact and to discount ex- 
pectations of renewed industrial expansion before the 
year is out. The evidence, in our opinion, strongly sug- 
gests that the marking down of prices from March to 
mid-June more than discounted any probable relapse 
in business and any probable paring down of profit 
margins. Despite some slackening here and there, the 
current business trend remains generally favorable, espe- 
cially in sustained activity in most capital goods indus- 
tries, firming commodity prices, satisfactory retail trade 
and a new high for the year in railroad car loadings. 
Since June 14 commodity markets, on an average, have 
recovered a third of the April-June loss, with farm prod- 
ucts leading the upturn. 

In summary, the market outlook is hopeful—but just 
one word of caution. In the first rebound nearly all 
stocks go up. From the present level, the movement is 
certain to become selective. Quite a few stocks may not 
again see former highs. Discriminating choice will hold 
the key to profits rather more than general trend. That 
thought has dominated the selections made in our secur- 
ity features in all recent issues of THe Macazine oF 
Wat Street and will continue to do so. 
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What the Congressional Revolt 


Means to Business Legislation 


A Startling and Audacious Forecast 


BY RAY TUCKER 


(Nationally known political commentator) 


P RESIDENT RoosEVELT will be an exceedingly lucky man 
if he wrests from Congress as much as twenty per cent 
of the five major legislative proposals he has dropped 
into House and Senate hoppers with a demand for 
favorable action at this session. Although such a seem- 
ingly audacious forecast may be exciting news to finan- 
ciers, industrialists and business men who have deferred 
investments, pigeonholed blueprints of new factories and 
shortened inventories from anxiety over pending meas- 
ures before the national legislature, it is the cloakroom 
consensus at Washington. 

The key to this extraordinary situation—a series of 
major defeats for the President at the hands of an 
overwhelmingly Democratic Congress—is the Supreme 
Court conflict and the intra-party passions and suspi- 
cions it has stirred. The Administration forces claim to 
have sufficient votes to drive through the Robinson 
compromise—54—but that triumph may be attained 
only at the sacrifice of the rest of the presidential pro- 
gram. A prolonged filibuster against the White House 
substitute through July’s perspiring afternoons is sure 
to fray tempers and undermine health so seriously that 
even Mr. Roosevelt may agree to an early adjournment 
and postponement of action on companion measures 
until the 1938 session. If he doesn’t consent to such an 
arrangement, the boys and girls may walk out on him. 
That likelihood dominates all discussion of the current, 
legislative prospects. 

So many factors combine to insure Mr. Roosevelt’s 
first major rebuff on Capitol Hill that it is impossible 
to weigh all of them here. But first and foremost, and 
assuming a more realistic shape than ever before, is the 
definite dread of the trend toward dictatorship, super- 
government, personalized policy-making—whatever you 
please to call it—at Washington. This attitude should 
not be confused with the childish, nightmarish fears con- 
jured by the President’s opponents in the late campaign. 
It is the settled belief that, no matter how fine his 
intentions may be, his theories will permit establishment 
of a federal system that will operate in accord with the 
caprice or ignorance of those who happen to be the 
nation’s topdogs at the moment. 

Mr. Roosevelt’s recent behavior, political and personal, 
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has aggravated these doubts. Through his request for 
laws providing presidential domination of the courts, of 
the independent, quasi-judicial agencies, of all the na. 
tural resources, of hours and wages, of agricultural 
planning and production, he has given Congress an 
affrightening apparition of the sort of dominant, federal 
government he contemplates for himself and his un- 
known successors. There are many members, for in- 
stance, who favor the general objectives of one or more 
bills on the calendar, and would ordinarily vote for their 
passage. But because of their feeling that in their 
entirety they envisage the distinct threat of a one-man 
government, they will turn thumbs down on most of 
Mr. Roosevelt’s requests, amend them drastically and 
insist upon more tempered and thoughtful debate than 
his do-it-now schedule permits. 

The President’s conduct in recent weeks has sharp- 
ened these suspicions in a new form. Back of the smile 
and winning personality, Congress has reason to believe, 
there is a Roosevelt whom Washington has suspected 
but not detected—slightly sardonic, self-centered and 
vindictive. Adversity has irritated instead of chastened 
him. He has publicly ridiculed several distinguished 
members of the Supreme Court by name. He has closed 
his ears to contrary advice from well-wishers in his 
Cabinet and among party leaders. He has exhibited 
impatience toward all who crossed him, even consigning 
friendly reporters to the dunce’s corner. He has chosen 
to align himself, in the public mind at least, with labor 
extremists at a time when the nation’s solemn need in 
the face of expanding production and employment 
seemed to be industrial peace and progress. 

Instead of consolidating his first-term reforms and 
striving to integrate them within the framework of 
what he has called a “workable democracy,” he has 
pitted his passion for reform against the forces of re- 
covery. It is against this unhappy background that his 
legislative prospects must be projected in order to un- 
derstand the scene and sentiment at the sunrise ex- 
tremity of Pennsylvania Avenue. 

_Any analysis of the Congressional situation—and mind 
—must start with introduction of the bill to pack the 
Supreme Court. No matter what the next few months 
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or years hold for Mr. Roosevelt, historians will record one to fill the Van Devanter vacancy and a second for 
that startling suggestion as his first, fatal blunder. His the newly created post. But they may not be confirmed 
assumption that Congress would remake the judiciary until the next session, and through three months of next 
nearer to his political desire has colored—or discolored—  fall’s judicial term he will face a court split five to three 
all consideration of his underlying philosophy and his against him. That assumption presupposes that, as ex- 
specific program. It is in the light of his apparent dis- pected, Messrs. Hughes and Roberts will revert to their 
regard for historic, judicial processes that all his sub- natural conservatism in the event of Roosevelt reor- 
sequent proposals have been weighed. And the con- ganization of their branch of the government. But if 
clusion seems to be that a man who would so blithely the Senate should bicker over Mr. Roosevelt’s nominees 
and abruptly override the courts would not hesitate to next January, the court would line up five-to-three 
utilize other governmental controls quite as carelessly. against the White House well into the winter of 1938. 
Thus it is easy to understand why Congress is loath to And during that period of delay it would be easily pos- 
vest in his office ezaristic authority over how a foreman sible for the unpacked Supreme Court to pass on New 
may run his plant and a farmer his furrow. Deal litigation now on the docket or likely to reach 
The original Supreme Court scheme is dead—has been the calendar within that period. There would even be 
for weeks. Even the revised formula, which provides for time for an unRooseveltized tribunal to consider cases 
the annual addition of a new justice for each sitting arising out of pending legislation, provided it is enacted 
member over 75 years and eventual decline of mem- at the present session. 
bership to nine, has no more than a remote chance The next most provocative measure before Congress 
of passage. It commands a Senate majority at the mo- is the wages-and-hours proposal, which empowers a 
ment, but it must run the risk of a determined filibuster. Labor Standards Board at Washington—and its regional 
There are at least thirty-five Senators who will impair representatives throughout the land—to fix sliding scales 
their lives and lungs, if need be, to force adjournment for all industries presumed to have even the remotest 
before the proposition reaches a vote. Mr. Roosevelt’s taint of interstate commerce character. Despite its ap- 
friends—Messrs. Robinson, Harrison and Ashurst—en- peal to the social conscience, enactment of this legis- 
tertain only half-hearted interest in the substitute, and lative after-thought of the N RA is highly dubious. In 
in such a controversy the odds rest with the belligerent the minds of most legislators, it embodies the worst 
and well-organized opposition. features of the N R A—namely, it attempts to “bite off 
Even should the compromise win, Mr. Roosevelt may more than it can chew.” (Please turn to page 440) 
achieve only a Pyrrhic victory from the practical stand- 
point—a consideration which seems to have escaped 
most people. Under the Robinson bill Mr. Roosevelt 
would have the power to name two justices in 1937— 































































Sterilized Gold 


Will Continue to Pile Up 





Re-examining Prospects for Inflation 


BY H. M. TREMAINE 


I. the matter of gold, Uncle Sam has a bear by the 
tail. He raised his bid for the metal to thirty-five dollars 
an ounce and has been deluged with it ever since. Sam 
already has more than twelve billion dollars of gold and 
neither wants nor needs more. Particularly does he not 
want more if it means depriving France and other coun- 
tries of their monetary reserves. Yet, to stop now taking 
gold freely or even to lower the price that will be paid 
for the metal is fraught with serious complications. 
It is by gold movements that countries attempt to bring 
their economies into balance with the economies of 
other nations, and if we do anything to prevent these 
movements the effect would be similar to sticking a 
heavy crowbar between the spokes of a moving loco- 
motive’s wheels. 

On the other hand, should gold continue to pour in, 
it must either enter the American banking system to 
become a menacingly large base of potential credit, or 
it must be “sterilized.” The latter is a comparatively 
new development and was designed to avoid the dangers 
of an excessive credit expansion which was rapidly be- 
coming a likelihood. But, while borrowing on the part 
of the Treasury to buy gold keeps it out of the credit 
base, there is a good deal of self-questioning going on in 
Washington as to why it should be necessary for the 
United States to borrow money and pay interest thereon 
in order to pay for gold that the country does not want 
and cannot use. The “inactive” gold fund is already 
a hundred million dollars past the billion dollar mark 
and is still rising. At what point is the line to be drawn? 
No one can say definitely, of course, but it is obvious 
that we cannot go on absorbing gold at the rate of the 
past year without crying a halt some time. Nor does 
the solution lie in scrapping a little gold for Chinese 
silver, for a mountain of silver is, if anything, even more 
useless than a mountain of gold. 

Because gold is something special in the way of com- 
modities, anything done by the country which holds the 
greatest stock and holds a position in international trade 
as important as the position held by the United States is 
bound to have world-wide repercussions. If gold were 


good merely for cigarette cases and as a substitute for 
natural dentine, we and others could play with it with- 
out fear of serious consequences; but to tinker with the 
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international medium of exchange and the commodity 
which plays a part in the currency systems of most of 
the countries of the world is something else again. 

The truth of the matter is that the United States 
raised its bid for gold too fast and went too far. It was 
done, of course, on the theory that to raise the price of 
gold would raise the price of commodities and so help 
the sorely-pressed producers thereof. Whether raising 
the price of gold did indeed raise the price of commodi- 
ties, or whether what rise that has taken place in the 
latter was brought about by the Government’s un- 
balanced budget and the inflationary effects always 
resulting from such unbalance, is something about 
which to argue long and inconclusively. The important 
point is that any rise that has taken place in the general 
American price level does not yet correspond to the new 
price which has been set upon gold. Until our price 
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The United States borrows money to buy gold and spends money fo store it—The new Fort Knox depository, Kentucky. 


level does attain some reasonable relationship with the 
new price for gold and some reasonable relationship 
with the price levels in other countries, gold will continue 
to be a problem. 

In the mining of gold, the operation essentially in- 
volves the exchange of commodities for the metal. When 
commodities were high in price as they were after the 
War, for example, the mining of gold fell upon evil days. 
Currently, while the mining of gold is not as easy a road 
to wealth as was the case in 1933 and 1934 (years in 
which the spread between the price of gold and the price 
of commodities was widest) it nevertheless continues to 
be a very profitable occupation. 

There are two reasons for this digression: the first 1s 
to make the point that the production of newly mined 
gold has greatly increased. Naturally, this has flowed 
to the country or countries most receptive to such a 
movement. Secondly, it follows that if gold mining has 
been stimulated by increasing the purchasing power, in 
commodities, of newly-mined gold, the purchasing power 
of previously existing gold stocks has been made larger. 
At least, this would be true in countries where the new 
and higher price for gold could be obtained. A French- 
man, able to obtain so much gold for his currency prior 
to the American and British abandonment of the old 
standard, could still obtain as much gold and therefore 
a great deal more American and British commodities 
after the latter had set a new standard. In his own 
country, of course, the purchasing power of gold re- 
mained little changed. Hence, the tendency of the 
Frenchman and others to spend their gold outside their 
respective countries. This provides the fundamental 
reason why France and the other members of the “gold 
bloc” were forced off gold originally and, because the 
subsequent adjustment was not sufficiently drastic, why 
France has just been forced off again. 

While a difference between purchasing power parity 
Which has existed and continues to exist between one 
group of countries and another group of countries is the 
most important cause of gold movements, other factors 
play an important part in either intensifying or modify- 
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ing such movements. Gold movements are the product 
of two separate sets of conditions—those existing in the 
remitting country and those existing in the receiving 
country. The United States is a great industrial coun- 
try, stable politically, and with a nicely tuned sense of 
speculation for which there exists organized facilities. 
How could the foreigner whose country still struggled 
to maintain an old gold standard, or even a new gold 
standard insufficiently revised, have possibly gone 
wrong? Just emerging from the greatest depression of 
our history and with an over-devalued dollar, a foreigner 
could obtain for his money far more American dollars 
than could be economically justified. If he wanted our 
commodities, he could buy them cheaply. Or, if he 
wished, he could keep his money here and placidly wait 
for his own currency to depreciate. Or, with little risk 
he could try for a double play: he could buy our secur- 
ities and participate in our recovery, thereby making 
himself the possessor of more dollars, each of which 
would be worth more in terms of his own money when 
it came time to take the money home again. Had there 
been no political unrest abroad and no threats of war, a 
set of conditions like this would have attracted gold to 
our shores. But with Europe a tinder-box, with every 
man and his brother attempting to obtain dollars with 
which to buy American raw materials and, with internal 
political dissension in many foreign countries, it is no 
wonder that the world has beaten a path to our door 
with boxes of gold. 

Nor has the situation changed except in slight degree 
between the time when we first went off the old gold 
standard and the present. Abroad, there still exist as 
many threats to capital as ever existed: the dollar is still 
an undervalued currency: there is still every reason to 
expect our further business recovery. From this it fol- 
lows that the tendency for gold to flow to these shores 
will continue. So far as one can see, however, the flow 
will not be as strong as it has been recently. There are 
several reasons for expecting some abatement of the gold 
movement. In the first place a great deal of dehoarded 
gold—perhaps virtually all of (Please turn to page 442) 
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his third term attitude. 


which he is not unmindful. 


Roosevelt-C1O break will not be open or wide— 


neither party can afford it. But 
valuing general public support 
above immediate CIO esteem, 
Roosevelt can be expected to show 
slight coolness to certain union tac- 
tics when, as now, they are too un- 
popular. Privately Lewis is being 
advised he is moving too fast, too 
belligerent, biting off more than he 
can digest at once. Many admin- 
istration men in Congress are say- 
ing this, and more, publicly. CIO 
leaders are resentful but mum. 


Miss Perkins’ belated disapproval 
of sit-down strikes, coming after 
federal court declared them illegal, 
unquestionably was given with 
White House approval. 


Communism in C10 will be war- 
cry of A FofL, echoed by politi- 
clans who want to be known as 
for the working people but who 
can’t stomach Lewis’ crowd and 
tactics. At the present A F of L prestige is rising. 
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Wagner act amendments offered by Vandenberg are 
appraised by non-partisan experts as fair and helpful. 
Eventually the law will be amended about this way, but 
not at this session unless Congress breaks loose from 
Roosevelt. AFofL, sore at CIO bias of NLRB, 
would support most of Vandenberg plan if there were 
added craft union safeguards. 


Ford case before NLRB will be first real test of 
Wagner act’s prohibition against coercion of employees, 
involving constitutional right of employer to free speech. 
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Third term or not, Roosevelt considers the New Deal 
permanent, wants to direct its course after 1940. Telling 
reporters to don dunce caps won’t down the question of 
Whatever his intentions, the 
possibility has a nuisance value in party control of 


Secretary of Labor Perkins. She changed her 
mind—a woman's prerogative. 








Minor tax leaks only will be plugged at this session, 
chiefly raising withholding tax on payments to non- 
resident aliens and tighter curbs around personal holding 
companies and family trusts. Won’t affect general busi- 
ness much, if any. Big controversial measures including 
capital gains, corporation undistributed profits tax, min- 
eral depletion allowance, will go over to next year. At 
that time the entire revenue structure will be scrutinized. 
Investigating committee and gen- 
eral public have not been as im- 
pressed with Treasury’s tax avoid- 
ance disclosures as administration 
had hoped. 


Natural gas regulation bill passed 
by House without dissent will get 
favorable reception in Senate and 
probably early passage unless Su- 
preme Court fight interferes. Orig- 
inally part of the holding company 
bill of 1935, the measure now con- 
tains only “standard” provisions of 
utility regulation laws and compa- 
nies are not fighting it particularly 
though eventually it may mean 
large rate cuts. 


Resale price maintenance bill re- 
vival as rider on District of Colum- 
bia tax measure is due more to 
desire of anti-administration Sena- 
tors to embarrass Roosevelt than 
to earnest belief in price mainte- 
nance. If amendment comes to a vote both Senate and 
House members will have to choose between their 
pledges to retailer constituents and President’s expressed 
opposition and if it sticks Roosevelt would have to veto 
much-needed local revenue measure to kill it. 


Banking legislation is quietly being considered in ad- 
ministration circles for action in next year or two. Many 
here feel that state jurisdiction should be eliminated or 
nullified and that there is no place in a sound banking 
structure for the present large number of small weak 
banks. But state officials and small bank champions are 
Jaying their defenses for the fight. 
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Curbing of press by Roosevelt is possibility being dis- 
cussed more than academically in newspaper circles. No 
one sees just how he could do it, but no one foresaw his 
heme to get around the Supreme Court. If he suc- 
ceeds in controlling the judiciary, the press will be biggest 
remaining obstacle to complete national domination. 
Hlis several attempts to undermine anti-New Deal col- 
umnists have all been boomerangs. 


Basing point attack on cement industry by Federal 
Trade Commission is forerunner of new attack on steel 
designed to break up multiple basing point system es- 
tablished after F TC ended Pittsburgh-plus in 1924. 
There is attempt to read anti-basing point provision 
into Robinson-Patman act, although specific amend- 
ment covering this was knocked out in Congress. 


Robinson-Patman decisions will be hurried by Federal 
Trade Commission even at expense of Commissioners’ 
vacations, and three or four should be out before Labor 
Day. Commission’s expressed hope they will be speedily 
appealed to get judicial interpretation indicates rulings 
will be against companies involved. 


Wage-hour bill will be pushed through Congress by ad- 
ministration force. Not much enthusiasm for it. With 
more opposition coming from Southern Democrats than 
from economic royalists, its champions are having diffi- 
culty promoting ballyhoo. Will be greatly amended and 














original brain trust draft will be scarcely recognizable. 
Won’t hurt big manufacturers much but small ones may 
suffer. 


Crop control legislation chances this year still pretty 
slim despite White House plug. Congress won’t take 
Wallace-Farm Bureau draft, and alternate by House 
Chairman Jones is far short of administration desires; 
gives control to local farmer committees instead of 
Washington bureaucrats. 


TVA's 7 sisters bill may get through Senate committee 
in spite of much valid opposition from sources other 
than utilities, but poor health of sponsor Norris works 
against it. Bitter battle due in House committee now 
starting hearings, as majority there favor emphasis on 
flood control instead of power production. 


Food & drug advertising control will be voted to Fed- 
eral Trade Commission. Means defeat for Dept. of 
Agriculture and advocates of old Tugwell bill, and polit- 
ical slap at Sen. Copeland whose Senate-approved bill 
rests in House pigeon hole. Revision of food & drug 
act (other than adv. provisions) may be taken up later 
— that be would like to keep Copeland’s name 
om it. 


Congress’ accomplishments balance of session are 
pretty uncertain, depending largely on how long Senate 
wrangles over Court bill and whether other legislation 
piles up behind it. If House has to stay here several 
months waiting on the Senate it will gradually grind 
out major portion of Roosevelt’s program in some form. 
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WASHINGTON SEES 


Administration and C I O diverging but not 
severing relations. 

Wagner act amendment widely approved 
but time not ripe. 

Only minor tax leaks plugged this session. 

Only portions of President’s legislative pro- 
gram getting through unless session is 
much prolonged. 

Drive to eliminate state banks in next year 
to two. 

No real economy resulting from President’s 
lecture to department chiefs. 

Natural Gas Regulation Bill slated for 
adoption. 

Much enlarged power for Federal Trade 
Commission. 








Watch FTC in next year or so after passage of Wheeler- 
Lea bill giving it vast increase in general powers, trans- 
forming it from umpire of trade competition to pro- 
tector of eonsumer and general public. Zealous, jealous, 
but not overly competent, the Trade Com. has been 
grasping for more power for years. Generally consid- 
ered “reasonable” in dealing with business, it may 
change its tune. 


Sugar compromise bill suits no lobby nor administra- 
tion, but it’s this or nothing, and consumers will pay the 
bill any way. 


Verbal economy is about all that will result from Pres- 
ident’s request that departments save 10% of this year’s 
appropriations because few functions will be scuttled, 
few employees dropped, and it’s axiomatic that that’s 
the only way to cut a budget going largely to payrolls. 
But it’s good psychology as well as good politics, and 
may help some. 


Debt retirement may start next winter or spring even 
if budget isn’t actually balanced, as social security trust 
funds can absorb considerable portion of refundings. If 
so, Treasury will reduce volume of notes outstanding 
since these are chiefly held by banks and curtailment will 
affect excess reserve and bank credit situation. 


Congress not likely to quit before October, as matters 
now stand. Everything depends on outcome of filibuster 
against court packing bill. With Senator Pittman oc- 
cupying chair during Vice-President Garner’s absence, 
those for the bill get the breaks in parliamentary tactics. 
Don’t be surprised if Garner soon comes back. 
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GOODRICH COMPANY 








BY C. 





jm rubber and tire industry is characterized by a high 
degree of corporate concentration, being dominated by 
four large companies. Some of the smaller units have 
achieved a measure of national prominence, the extent 
of which, however, may be gauged by the fact that 
combined sales of this group last year were barely a 
third of the sales of the smallest of the Big Four. This 
condition is one which has developed as much from 
necessity as through the normal processes by which 
industrial leadership is attained—the necessity for vast 
resources—financial, manufacturing and distributing— 
in order to cope successfully with the many hazards 
inherent in the industry. The rubber industry is one 
which has tried severely the resources and managerial 
skill of its entrepreneurs. As a result the mark of cor- 
porate leadership has come to be regarded as self-evi- 
dent that the company has survived successfully some 
exceptionally trying periods. 
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The B. F. Goodrich Co., is neither the largest nor 
the smallest of the Big Four, ranking third in point of 
sales last year. Neither has the company’s operating 
record been the best or the worst. In short the com- 
pany probably comes closest to typifying the rubber 
industry as a whole. 

Last year Goodrich, with sales of $141,097,000, or 
some $23,000,000 under the 1929 volume, was able 
nevertheless to show a profit of $7,319,507, only about 
$127,000 under the 1929 level. Earnings of $4.03 a 
share on the common last year compared with $4.53 a 
share in 1929; cash or its equivalent at the end of 1936 
was some $6,000,000 more than at the end of 1929: 
current liabilities were less than $15,000,000 last year, 
while in 1929 they were in excess of $31,000,000; and 
the ratio of current assets to current liabilities at the 
close of 1936 stood at 5.5 to 1, while it was less than 
3 to 1 at the beginning of 1930. Here then is an estab- 
lished company identified with a highly speculative in- 
dustry which has experienced a greater measure of re- 
covery than have many other companies not only in 
the more stable industrial fields but in the so-called 
leverage industries as well. 

The showing last year reflects considerable 
upon the company but it was made possible only by 
the success of the entire rubber industry in largely 
eradicating the evil tactics and practices of cut-throat 
competition which had been mainly responsible for the 
state of chaos which had prevailed since 1929. ‘To more 
fully appreciate the significance of this development, 
however, it is necessary to review briefly the role 
played by several important background factors. 

The rubber manufacturing industry is essentially a 
“processing” industry. Manufacturers must purchase 
their principal raw material, crude rubber, from foreign 
sources, over which they have little control, and process 
it into a finished product which must be sold at a price 
sufficient to permit a fair profit on the complete opera- 
tion. This means that in order for the manufacturer 
to operate profitably an extremely delicate balance must 
be maintained between the price of raw materials, 
manufacturing costs and selling prices. Hence, the high 
degree of risk inherent in the industry, for it is readily 
possible, under almost any circumstances, for any or all 
of these elements to be thrown out of balance by the 
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imumerable factors to which they are continuously 
subject. 

The most potentially disastrous of these factors is 
the fluctuating price of crude rubber. Most of the crude 
rubber is purchased in the Middle East and the larger 
manufacturers in order to insure themselves an adequate 
supply, maintain inventories afloat and warehouses 
F equivalent to several months’ requirements, at least. 
A drop in the price of crude rubber during the interim 
between the time it is purchased and the time it be- 
comes a finished product results in a severe inventory 
loss to the manufacturer. Although trading is carried 
on in rubber futures, it is practically impossible for the 
large manufacturer to protect himself by hedging inven- 
tories because the size of his commitments might well 
distort the market. 

To add to the grief of inventory losses, is the threat 
of price cutting on finished products. The productive 
capacil y of the rubber manufacturing industry is greatly 
in excess of normal demand and when crude prices are 
falling, the large manufacturer is squeezed between the 
necessity of working off high cost inventories and the 
competitive pressure of smaller manufacturers, who in 
the circumstances are unlikely to be carrying a large 
inventory and therefore are in a position more readily 
to adjust operations and prices to lower raw material 
costs. 

On the other hand, rising prices for raw materials are 
hot the boon for the rubber manufacturer that they 
frequently are in other industries where inv entory 
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Arubber mill, the basic machine for thoroughly mixing rubber with the various 
ingredients into the compound used in manufacturing tires. 


“profits” may have a very favorable, if 
temporary, affect upon earnings. Here 
also in the rubber industry, keen compe- 
tition acts to restrain higher prices on 
finished goods, which otherwise would be 
a normal sequence conforming with high- 
er raw material costs, until stocks of low 
cost inventories have been almost com- 
pletely converted and sold. 

Here then is a large and vital industry 
almost completely at the mercy of its 
chief raw material, and severely handi- 
capped in its efforts to mitigate the 
effects of wide fluctuations in the price 
of the commodity. Past efforts to con- 
trol the price of crude rubber by means 
of artificial restrictions have succeeded 
only for the time being and in the end 
collapsed, as witness the ill-fated Steven- 
son Plan in 1928. When parties to this 
plan were compelled to abandon it crude 
rubber prices dropped 50 per cent. At 
the present there is an international re- 
striction agreement between countries 
producing 97 per cent of the world’s 
crude rubber. This agreement has been 
in effect since 1934 and has been success- 
ful in bringing about a sizable reduction 
in stocks of crude rubber, accompanied 
by rising prices. However, considerable 
credit for the success of the plan must 
be given to increased consumption. One 
is again reminded of the untimely de- 
mise of other plans designed to circum- 
venl the forces of supply and demand and the present 
existence of such a plan in the rubber industry tends 
to envelope the outlook with more than a little doubt. 
Potential production is still great and would become 
increasingly effective with any substantial rise in crude 
rubber prices. Increased reclaiming operations might 
also be expected to follow in the wake of higher prices. 
For these reasons the decline this year of about 7 cents 
a pound in the price of crude rubber has probably 
strengthened the control agreement and may prove to 
have been a “blessing in disguise.” 

All of which is more specific than may be apparent so 
far as B. F. Goodrich is concerned. In the final analysis 
one company’s prospects are rarely better than those 
of its industry as a whole, and this is particularly true in 
the case of the rubber industry. If we concede that 
Goodrich is a typical rubber company, it is important 
that its industrial problems be understood and appraised 
Witness the manner in which the company’s earnings 
during the past seven years have conformed closely to 
the trend of crude rubber prices. 

In 1929 the monthly average price of crude rubber 
was 20.65 cents a pound. Before the half-year, how- 
ever, prices had begun to weaken and by the end of 
the year stood at 16.10 cents, a net loss of about 4 cents 
a pound for the year. From then on only one or two 
feeble rallies of short duration marked the precipitate 
drop in crude rubber prices until by 1932 the price was 
but slightly more than 3 cents a pound. 

In 1930, °31 and ’32 Goodrich suffered heavy deficits, 
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Final inspection of finished tires—B. F. Goodrich plant, Akron, Ohio. 


During this period of rising crude rubber 
prices, both dollar sales and profits of 
Goodrich rose steadily. Sales between 
1932 and 1936 practically doubled, 
while net profits last year of 
$7,320,000 compared with a loss 
of over $6,500,000 in 1932. Vari- 
ous factors contributed to make 
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the aggregate of which totaled nearly $24,000,000. An It was not 
inventory write-off of $4,426,195 was made in 1931 and rubber industry took a definite turn for the better. Low 
another one of $1,125,807 in 1932. During this period cost inventories reached the point of practical exhaus- 
net current assets declined nearly $30,000,000, reflect- tion and had to be replaced at prices which averaged 
ing principally the reduced value of inventory. somewhat better than 12 cents a pound for that year. 

From the low point of 1932, the price of crude rubber Coupled with higher crude rubber prices other manv- 
rose slowly and irregularly until at the beginning of facturing costs were also rising. In May, 1936, tire 
1936 it was selling around 14 cents a pound and by prices were advanced 1014 per cent. Last November 
December of that year had reached a level of about 23 they were raised 2 per cent and two increases of 6 per 
cents a pound. In the first three months of the current cent each have been made this year. On July 1, the 
year, prices soared 20 per cent, reaching a high of more prices of tires for original equipment to automobile man- 
than 27 cents a pound in March. Subsequently, crude ufacturers were advanced 10 to 15 per cent. Thus, what 
rubber participated in the decline in commodity prices the industry was unable to accomplish by mutual agree- 
generally and is now selling around 194 cents. ment has been virtually imposed upon it by the stem 
discipline of rising prices and higher manv- 
facturing costs. 


otherwise would have been a strategic 
inventory position. 

Replacement demand for tires was 
still severely restricted by limited ¢op. 
sumer purchasing power, a condition 
which strangely enough was accentuated 
by the fact that tire manufacturers had 
greatly extended the serviceable life of 
their product. As a consequence, com. 
petition became chaotic and ruthles 
price-cutting, made possible by ample 
supplies of low-cost inventories, left the 
companies with little or no profit op 
their tire business. 

In 1933, Goodrich showed an operat. 
ing profit of but little better than 3 per 
cent, and it is to be doubted that the 
company could have shown this much 
had it not had the benefit of the more 
stable profit margin on its mechanical 
rubber goods and other rubber products 
enjoying a much greater measure of 
price stability. In 1934, the company 
was able to record a modest improve- 
ament; sales increased about $24,500,000, 
but the margin of profit was still held 
below 4 per cent. 


until late 1935 that conditions in the 


Because automobile tires and tubes 
are the most important single prod- 
ucts of the rubber industry, they 
have accounted both for the 
largest profits and most vexing 





MANUFACTURING \_ 
DISTRIBUTION 


AND 
MISCELLANEOUS EXPEN: 
9 CENTS 








this. showing by the company 


MATERIALS AND 
45 CENTS 


SUPPLIES 


problems which manufacturers 
have experienced. Yet the bust 








possible, but practically all of 
them stemmed from the same 
source, the recovery of crude 
prices from sub-normal levels. 
To some extent the immedi- 
ate benefits of higher rubber 
prices in 1933 were negative, in 
that they had the effect of remov- 
ing the threat of inventory losses. The 
competitive situation, however, made it 
impossible to raise retail prices. Owning 
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less were unable to take advantage of what 
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ness of Goodrich, and other lead- 
ing companies, encompasses 
many other products of indus- 





than 32,000 rubber products, 
many of which have been de 
veloped in its own research labora 
tories. In addition to storage batteries 


and various items of an automotive ser 
vice and repair nature, the company’s prod: 
huge supplies of low-cost rubber at the end The Goodrich Sales Dol- ucts include garden hose, stationers’ supplies, 
of the depression, manufacturers neverthe- lar in 1936 druggists’ sundries such as hot water bottles 
and a complete 


(Please turn to page 447) 
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trial and consumer importance. f 
Goodrich manufactures more — 
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Private Credit Steps Up 







BY JOHN C. CRESSWILL 


= earlier stages of the business recovery, many 
capable economists were sorely troubled by the depen- 
dence of the apparent business improvement on artificial 
Federal Government stimulus. Obviously, the recovery 
could not depend indefinitely upon Federal support, un- 
less the country were heading directly for state socialism. 
What concerned these gentlemen was whether or not 
business improvement could hold its course solely on 
natural recovery forces. 

Statistically, the visual evidence of the “hand-made 
recovery” showed up prominently in the weekly bank 
statements. As shown below, volume of all commercial 
loans of the reporting member banks in the Federal 
Reserve system held within a narrow range from the 
Spring of 1932 to after the middle of 1936. What this 
meant is that business credit was not experiencing the 
normal expansion that usually accompanies a rise in 
industrial activity or a “normal” business recovery. 

Such expansion of bank credit as occurred during this 
period was largely limited to the huge sums which banks 
loaned to the Federal Government and which the Fed- 
eral Government, in turn, spent to finance its program 
of stimulating business recovery. The reason why the 
volume of business loans failed to expand up to the 
middle of last year was two-fold; first, large corporations 
with adequate cash resources and more than ample pro- 


ducing capacity did not want commercial loans, and sec- 
ond, the banking fraternity at large did not have suffi- 
cient confidence in the recovery to extend their loan 
business into the marginal credit field, where capital was 
wanted. Certainly, the combination tended to discredit 
any claim of a natural business recovery or a cyclical 
upturn of the kind which the country has been familiar 
with on its past experience. 

Beginning somewhat less than a year ago, the trend of 
commercial banking credit advanced sharply upward. 
Within the space of a year, aggregate business loans of 
the reporting member banks expanded by more than a 
billion dollars, or about 20 per cent. For the entire bank- 
ing system of the country, of course, the increase in com- 
mercial loans was substantially larger. Interestingly 
enough, the reporting member banks reduced their hold- 
ings of Federal Government securities by approximately 
the same amount that they increased their commercial 
loans during the past twelve months. This is a reversal 
of the trend which persisted for over three years after 
the depression low of general business activity. The in- 
ference is that a transition from a “forced” recovery to a 
natural recovery is now well under way. In effect, the 
chart might be considered a plotting of “banking confi- 
dence in the future.” The trend now maintained stead- 
fastly for the past twelve months is indeed encouraging. 
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Securities That Will Benefit 


from New Deal Policies 


Mass Purchasing Power is the Key 


BY J. S. WILLIAMS 


= abreast of “investment conditions” today 
means virtually the same thing as keeping up with the 
aims of the Administration insofar as the economic 
course of the nation is concerned. Whether they like it 
or not, investors who seek to safeguard their income 
and principal can hardly fail to take into account, at 
least, the broad objectives of the policies of President 
Roosevelt and his advisors. Obviously, there is a marked 
odor of speculation in such procedure, since (without 
meaning to inject any innuendos) one cannot be sure 
which of various and seemingly conflicting objectives 
will prevail in Administration councils at any given 
time. Possibly “investment” is not strictly applicable 
to such conditions. However, without quibbling, a 
realistic attitude for one with present or potential se- 
curity commitments to consider would be first, to make 
a practical appraisal of the known objectives of the 
political powers-that-be and then to ascertain their 
probable effect upon specific industries and individual 
companies. 

To be practical for the purpose indicated above, any 
analysis of political-economic trends, and the major 
changes in such trends, must necessarily uncover the 
predominant influence in the administration’s effort to 
achieve a planned economy. The mere listing of all of 
the “pros and cons” that are apparent in the economic 
setting at any given time may be of considerable value 
in an appraisal of the shorter term prospects for busi- 
ness or the security markets, but it would be of little 
practical worth in the formulation of investment or 
longer term speculative programs. What kind of a 
security portfolio could be selected for the purpose, 
say, of profiting from public works, of hedging against 
credit inflation from deficit financing; of protecting bond 
principal from rising interest rates or of avoiding loss 
of income from higher labor and material costs? The 
writer has reviewed numerous security lists during the 
past few years, some of which admittedly were ar- 
ranged with careful thought to include at least one issue 
“to guard against something.” Few portfolios selected 
on this basis seemed to accomplish more than to strike 
a fair average of most of the favorable and adverse 
factors in the existing economic situation. Yet, it 
hardly ever proved to be the case that the portfolio 
was intentionally selected merely to strike an average. 


412 . 


Let us assume that the purpose of the average inves- 
tor today is to obtain the maximum growth possibilities 
from his capital with reasonable safety, whether the 
“increment” is to be obtained from direct income or 
appreciation in value over a period of time. It is diffi- 
cult to see how this requirement can be successfully 
attained through selection of securities on a cover-all 
basis. Consider the contradictions to be faced. Large 
government expenditures for relief, public works, farm 
benefits, etc., plus the rising costs of “ordinary govern- 
ment expenses” and special programs such as ship 
subsidies and gold sterilization necessitate continued 
large scale Treasury financing operations, with a depres- 
sing effect on the best grade bonds of both public and 
private origin. At the same time, marked expansion in 
commercial borrowing is in progress with business now 
competing more actively with the Federal Government 
and subdivisions for the available supply of investment 
funds. These circumstances have influenced some de- 
cline in first grade bond values, but not to a degree 
that has made this class of securities relatively less 
attractive than medium grade fixed income securities 
or than equities. 

In the meantime, the business and financial world 
has been confronted with a welter of fear and confu- 
sion arising out of the nation-wide unionization cam- 
paign, tactically supported by Federal policies and local 
political agencies. Again, recent price trends of basic 
commodities and raw materials have been highly erratic, 
due in a large degree to the tangible and psychological 
measures taken by the Administration.to put the brake 
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on credit inflation and check the earlier sharp advance 
in commodity prices. Together with visual evidence of 
rising operating costs in business, continued political 
attacks upon utilities and considerable evidence of Ad- 
ministration hostility to “big business,” these factors 
have been a source of greater unsettlement to common 
stocks and the medium grade “investment” issues than 
the firming interest rates have been to the better quality 
investment issues. This picture is presented merely to 
illustrate the extraordinary difficulties faced by the in- 
yestor today in an attempt to have some protection 
against all of the adverse factors in the existing econ- 
omy of the nation and benefit from its favorable factors. 

With the benefit of hind-sight, it is now apparent 
that the alert investor who shifted from his better grade 
fixed income commitments earlier in the year because 
of the threat of higher interest rates has found the 
maneuver profitless unless he was extremely fortunate 
in regard to the timing of such changes and to the selec- 





Table Il—Service and Consumers Goods 
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tions of his second grade bonds or common stocks. On 
the other hand, if he had maintained his position in a 
mixed list of securities embracing some backlog in high 
grades, some inflation hedges, some issues relatively well 
isolated against sharp advances in labor and material 
costs, some heavy goods industries and some consumer 
goods industries, the net result would have been strik- 
ing an average—and the average has been one of decline 
during the past three months or so. 

What then is a more practical approach to the selec- 
tion of the best security commitments under existing 
conditions? It is believed that the program suggested 
in this article will answer this question for many readers. 
It has already been broadly hinted that the most com- 
mon-sense approach to a workable investment program 
is to avoid an attempt to “capitalize” all of the seem- 
ingly important elements that appear to be created by 
the Administration’s activities. Instead, it is suggested 
that one isolate, if possible, the one or two primary ob- 
Jectives of the whole scheme of present day Federal 
control of the nation’s economy. 

Foreign security buyers in our market, particularly 
English and Dutch financial institutions, have been not- 
ably successful in sizing up the main objectives of the 
recovery program in recent years and have backed their 
appraisal with huge sums of capital sent over here for 
mvestment within the past few years. At least within 
this writer’s experience, managers of such foreign funds 
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Table Il__-Farm and Industrial Machinery 
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were confidently buying American common stocks and 
only the speculative grades of preferreds and bonds up 
to the end of the past year on the theory that Federal 
Government policies here would lead inevitably to 
“recovery or inflation.” Probably there was consider- 
able variance of opinion as to whether recovery or in- 
flation would come first. Indeed, the probabilities in 
this regard appear to have shifted to a marked degree 
from one stage of the President’s plans to another. But 
in either event, these, and other security buyers sized 
up the probable trend of common stock prices as a 
distinctly one-way affair, on the strength of recovery- 
or-inflation theory. No other alternative even ran a 
close second in the judgment of this clique and con- 
flicting minor details of the President’s recovery program 
were disregarded. This approach required getting far 
enough away from the trees to see the woods. Presum- 
ably foreigners isolated from the breath-taking news- 
paper headlines at various stages of the recovery had 
a natural advantage in this regard. 

In bringing the discussion up to date, the question 
naturally arises: is the recovery-or-inflation concept still 
tenable or does the behavior of the securities markets in 
recent months reflect a readjustment of investment and 
speculative positions to a new basis? If so, what is now 
the primary objective indicated by an up to date exam- 
ination of Administration proposals and policies? 

In regard to the present usefulness of the recovery-or- 
inflation concept of investment management, one is 
forced by sheer logic to recognize that the validity of 
this theory diminishes as either of the two alternatives 
materializes. While no one can think that a full recov- 
ery has been accomplished in view of the existence of 
millions of unemployed nevertheless generally accepted 
statistical measurements indicate that industrial pro- 
duction has risen approximately to the average level 
of 1929. (Federal Reserve Board Index.) Commodity 
prices have recovered to within striking distance of the 
1924-1926 level (a stated Administration objective) and 
the agricultural-industrial economy has attained a bet- 
ter balance than in the prosperous Twenties. 

Furthermore, with this indicated scope of recovery 
on its record, the Administration shifted the emphasis 
of its economic planning earlier this year in a manner 
that considerably minimizes the inflation probability. 
Tangible action such as increasing member bank reserve 
requirements and the gold sterilization plan were 
coupled with psychological maneuvers of the President 
and his most important (Please turn to page 444) 
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There Will Be a Building Boom 


Present Check Only Temporary 


BY WILLIAM C. BOBER 


j am construction industry seems to lend itself 
rather particularly to exaggerated forecasts (both 
optimistic and the reverse) and up and down 
swings of morale therefore occur oftener than 
they should. One reason is that in the past the 
industry has had very inadequate statistics with 
the result that rumor and guesses took the place 
of facts. A great deal of new data has become 
available in the last few years but it has not 
yet been well digested by observers either in or 
outside the industry. But the basic reason is 
that we often allow the short swings to obscure 
the long term picture. We forget that the build- 
ing cycle is a much longer one than that of 
business in general. This requires an outlook 
over a longer period of years if we are not to let the 
dips of the moment affect our sense of proportion. 

Today we are experiencing a minor recession with 
a disproportionate recession in morale. Exaggerated 
comments are heard. This is nothing new. A few years 
ago, it was widely held that the enormous volume of 
foreclosed property was so vast that new construction 
had no chance to compete for years to come. Never- 
theless, residential construction turned up very sharply 
in 1935 in face of the fact that the foreclosed real estate 
holdings of great mortgagee institutions were still grow- 
ing. It had been forgotten that the new post-depression 
structure is more modern, better equipped and better 
built in most cases, than the now somewhat antiquated 
pre-1929 foreclosed house or building. Moreover the 
latter frequently was not in a location where the pros- 
pect of 1935 wanted to live or do business. 

Today we frequently hear that building costs have 
risen so high that construction is badly checked. 
Granted, costs have risen rapidly, no doubt too rapidly. 
This again is nothing new. If we look at the record of 
the past, we find that this happened in both 1919 and 
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Housing shortage now placed at 1,500,000 and steadily growing. 


1923. It checked construction for a short, but not a 
long, time. There were adjustments in costs as volume 
dropped, after which construction surged forward in 
answer to long term basic demand. The latter exists 
today as never before; that is momentarily forgotten in 
these short downward swings of morale. Forgotten for 
the moment also is the fact that whereas costs have 
increased rapidly, so have rents and national income. 
Furthermore the same holds true even more than two 
years ago—the construction industry can now produce 
a much more modern and better house or building than 
in the pre-1929 era when the vast majority of foreclosed 
structures were built. Also, let us again remember that 
many of the latter are not in competition with new 
structures if not located where the 1937 prospect wants 
to live or do business. 

We must be on guard against exaggeration but at the 
same time, we must look facts in the face. Building costs 
were climbing in 1936. But at the end of that year 
building material prices in general had risen only 4.7 
per cent above 1935; lumber rose 9.9 per cent and the 
cost of building a frame house (Boeckh index) 7.7 
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rcent. On the other hand rents in general rose 11.4 
per cent; single family house rents 14.6 per cent and 
national-income-paid-out rose 13.7 per cent. Obviously 
this was a situation favorable to construction of both 
owner-occupied homes and speculatively built struc- 
tures designed to operate at a profit. 

But in 1937 the situation was reversed. From end 
of 1986 to April of this year, building material prices 
asa Whole rose 8 per cent; lumber 15 per cent; and 
building cost of a frame house 8.7 per cent. At the 
same time very sharp increases in labor costs were an- 
nounced or became effective. Rents in general, on the 
other hand, rose only 4.2 per cent, single family rents 
63 per cent and national income received a minor check 
and failed to advance as rapidly as last year. Costs 
have temporarily outrun income factors and a temporary 
recession in both speculative and owner occupied con- 
struction is therefore a natural episode in the normal 
course of things. 

Instead of looking at the rather obvious fact that 
costs have risen very rapidly, let us look at the long 
term picture. Space prevents us from dealing with much 
more than the residential branch of the industry. 

We require at least 400,000 homes a year for new 
families and another 100,000 to replace destroyed or 
demolished homes, the rate of demolition being consid- 
erably greater than in previous decades. But the last 
year in which we built 500,000 new homes was 1929, 
that is 8 years ago. The surplus caused by over-building 
in the late boom had disappeared completely in the 
depression as population kept on growing, homes de- 
teriorated and new construction dropped to unprece- 
dented lows. We began the year 1937 with an accumu- 
lated shortage of at least 1,500,000 new homes, figuring 
very conservatively. We are certain to build far below 
the required 500,000 this year. We will end 1937 with 
arecord breaking back log. This is a long term demand 
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factor that completely overshadows any short down- 
ward swing. 

We grant fully that the demand for homes is pecu- 
liarly postponable. A prospect can easily restrain his 
desire for a new home by one or several years. He can 
wait as in 1919 or 1923 until costs come down or in- 
comes go up. Often both happen. The former may not 
develop but the latter is certain to. The estimated 
national income for 1936 was still far below 1929 and it 
requires only a little renewed faith in the United States 
to be convinced that our standard of living will at 
some time far surpass that of 1929. There are still 
immense back logs in durable goods which are certain 
to keep business going for some years to come. Such 
business creates buying power which in turn never fails 
to pour into construction. The latter in its turn also 
creates buying power which in its turn pours into busi- 
ness. There is, in fact, perhaps no industry in existence 
which creates more buying power than construction. We 
have only to visualize the average house which calls 
for not only lumber, brick and cement but glass, metal 
and a score of other products. But that is only a be- 
ginning. The house must be equipped and furnished. 
The demand spreads to radiators, bath tubs, refrigera- 
tors, oil burners, carpets, rugs, window curtains, furni- 
ture, even pictures on the wall, books in library cases 
and art objects on the shelf. In fact the number of 
industries benefited by construction is beyond count. 

The building cycle and the business cycle are inex- 
tricably interwoven. They react on each other. We 
cannot have many years of good business without re- 
sulting construction. We cannot have rapidly rising 
construction without resulting good business. Today 
there is a strong trend toward decentralization of in- 
dustry. Wherever new factories are put up, new homes 
rise and as a result new schools, stores, churches, theatres. 
garages, etc. The latter (Please turn to page 438) 
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Opportunities 


in Cumulative Preferreds 


Holders to Benefit from Liquidation 


of Large Accumulated Dividends 


BY J. C. CLIFFORD 


; average investor has a habit of overlooking the 
possibilities in preferred stocks. The reason is under- 
standable. When thinking of monetary safety his first 
thought is of a high-grade bond: when thinking of 
participation in the improving earning power of some 
business he naturally turns first to common stock. Thus, 
preferreds have become a kind of no-man’s land, neg- 
lected by investor and speculator alike. As a result of 
this, high-grade preferreds more often than not afford 
a return higher than that which can be obtained from a 
bond of equivalent security, while speculative preferreds 
are frequently relatively cheaper than the common stock 
of the same company. 

The accompanying sketches are of preferred stocks 
of a special type—cumulative issues on which dividends 
have accumulated. In some instances payments are 
being made currently: in others, the arrears are still 
mounting. In every case, however, they are issues which 
appraisal shows to have definite promise. 


Description Dividend Recent 
Accumulations Price 
Crucible Steel Co. of America 7% pref. $27 (6.30.37) $121 


The Crucible Steel Co. of America is among the fore- 
most manufacturers of alloy and specialty steels, a large 
part of which finds its way into high-grade tools. The 
company also has a division making certain ordnance 
items and this is now operating—following a long skut- 
down—in line with the naval expansion program of the 
United States. The business is worldwide, sales offices 
and agencies being maintained in a number of foreign 
countries. 

The most important single source of demand for 
Crucible’s production is provided by the automobile 
industry. The company, however, has customers in 
many other industries: indeed, it sells wherever metal is 
fabricated. Within recent years, Crucible has branched 
out into other fields. In 1933 it took over a company 
which owned a patented process for giving steel a copper 
coating. Still more recently there was developed a new 
method of coating steel plate with tin electrolytically. 
This appears to possess great possibilities. 
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For the year ended December 31, 1936, Crucible Stee 
reported a net profit of $3,120,356 after taxes, deprecia- 
tion and interest. This was equivalent to $12.48 a shar 
on the preferred stock. The company does not issue 
quarterly statements, but at the annual meeting held in 
April it was said that in the first quarter earnings had 
been at a better rate than the rate of $5,000,000 annually 
achieved during the last quarter of 1936. Such a 
showing maintained throughout the year would be equiv- 
alent to $20 a share on the 250,000 shares of 7% pre- 
ferred. Last year dividends paid on the preferred 
amounted to $4.75. Currently, the company is paying 
$1.75 quarterly, or at a rate which maintains the ac- 
cumulated arrears in status quo. In all probability, 
however, something will be done before the year-end to 
clear up these back dividends. While the company’s 
financial position is not such that they could be paid of 
in cash without financing, holders of the preferred might 
well be offered common stock which they could sell in 
the open market for the amount of back dividends due 
them. 


Recent 
Price 


$112 


Dividend 
Accumulations 


$31.50 (6.1.37) 


Description 


Associated Dry Goods 7% Second Pref. 


It is hard, if not a practical impossibility, to operate 
a large widespread merchandising business at a_ profit 
during a period of declining prices. However, while it 
failed to cover dividend requirements on its two pre 
ferred stocks between 1931 and 1934, inclusive, in only 
one year of the depression did the Associated Dry Goods 
Corp. report an operating loss. This was in the fiscal 
year which ended January 31, 1933. Since that time. 
steady albeit moderate, progress has been made. For 
the year which ended January, last, the company re 
ported earnings equivalent to $15.73 on the second pre: 
ferred stock. All arrears on the fitst preferred wer 
cleared up and a start was made on the second preferred 
arrears with a payment of $1.75. In April a similar dis 
tribution was made on this issue, leaving the amount of 
accumulations unchanged. 

Associated Dry Goods operates a group of important 
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department stores. These include Lord & Taylor and 
James McCreery in New York City, J. N. Adam in 
Buffalo, Stewart & Co. in Baltimore and Powers Dry 
Goods in Minneapolis. The organization is not a “chain” 
in the accepted sense, for there is no attempt at stand- 
ardization, the stores being of different types catering 
to different classes of people. 

With the maintenance of consumer purchasing power, 
the stores of the Associated Dry Goods group should 
continue to do well and it is confidently predicted that 
earnings for the current fiscal year will be materially 
above those shown for the previous twelve months. 
Although holders of the second preferred stock can rea- 
sonably expect to receive regular dividends from now on, 
they should not be impatient over the liquidation of 
their arrears. Undoubtedly, the liquidation will be 
made, but it is to be remembered that the arrears on 
the first preferred have been paid in cash, that inven- 
tories now are much heavier than a few years ago and, 
finally, that large sums have been spent for physical 
improvements and that additional sums are scheduled 
to be spent in this way. 


Description Dividend Recent 
Accumulations Price 
National Supply of Delaware 7% pref. $36.75 (7.1.37) $126 


The drilling of oil wells has been very active recently 
and this, coupled with the increase in the demand for 
diesel engines, has stimulated the business of the Na- 
tional Supply Co. in a sensational manner. The com- 
pany and its subsidiaries manufacture all kinds of ma- 
chinery and equipment for the petroleum industry. 
Among the more important products are pipe, fittings, 
engines and drilling tools. These are distributed through 
nearly one hundred company-operated stores and ware- 
houses adjoining the principal oil fields. 

For last year National Supply’s net income was more 
than 400% above that of 1935. After depreciation, in- 
terest, taxes (including the tax on undistributed profits) 
and other charges, the profit of $3,483,602 was equiva- 
lent to $20.94 a share on the company’s outstanding 
preferred stock; in 1935 the company failed by a sub- 
stantial margin to earn preferred dividends. The re- 
markable progress has continued into 1937 and in the 
first quarter earnings approached those reported for the 
whole of last year, being equivalent to $15.90 a share 
of preferred: 

In view of such earnings it might be asked, perhaps, 
how it is that nothing is being distributed to preferred 
stockholders on account of the large accumulations of 
dividends due them. The reason is partly because the 
progress has been unusually rapid and the company has 
moved from the depths of depression to the heights of 
prosperity with hardly time to catch its breath. More 
important than this, however, has been the need of 
financing the expansion: this has taken not only all 
the large profits but as of the end of March, 1937, the 
National Supply Co. of Delaware was indebted to banks 
in the amount of $3,200,000. 
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Nevertheless, it seems that something will be done 
shortly to eliminate preferred dividend arrears. Stock- 
holders have just approved a plan to split the common 
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three-for-one and this is believed to be the first step in 
a plan to eliminate the accumulations. Though holders 
of the preferred are offered stock in settlement of their 
dividend claims, they should do well on the basis of the 
preferred’s present price. 


Recent 
Price 


$75 


Dividend 
Accumulations 


$32.67 (6.30.37) 


Description 
Electric Power & Light $7 pref. 


With the exception possibly of the strongest under- 
lying bonds, any public utility security must remain 
speculative so long as municipal, state and federal gov- 
ernments continue allied for the purpose of persecuting 
the industry. Even so, though public utility securities 
may be speculative it is to say by no means that they 
are worthless—even those issued by widespread holding 
companies which have borne the brunt of the political 
attack. 

Electric Power & Light presents one of the more in- 
teresting speculative situations in the public utility 
holding company field. The factor which puts this 
company in a special position is the large investment in 
the securities of United Gas, the latter being not only 
among the foremost producers of natural gas, but pos- 
sessing in addition important petroleum interests. United 
Gas has been making much progress and, while there 
are still large dividend accumulations on this company’s 
first preferred, payments are being made. Electric 
Power & Light owns practically all the $7 second pre- 
ferred of United Gas, nearly half the common stock and 
considerably more than half the common stock option 
warrants. 

Despite the earning power of United Gas which is 
sufficient currently to cover both first and second pre- 
ferred dividends, it is to be recognized that there are a 
number of obstacles to be surmounted before Electric 
Power & Light begins to realize a return on its invest- 
ment. The dividend arrears on the first preferred of 
United Gas have been mentioned; in addition to which 
the Federal suit against Electric Bond & Share (Electric 
Power & Light falls into this company’s realm) is acting 
as an effective bar to new financing. Even so, it is 
assumed that sooner or later United Gas will find a 
solution and that when it does Electric Power & Light 
will be quick to form a plan to eliminate the dividend 
arrears on its own preferreds. While holders of these 
preferreds must look essentially to the United Gas in- 
vestment working out, the gains being registered by the 
electric division of Electric Power & Light is a favorable 
factor of considerable importance. 


Recent 
Price 


$100 


Dividend 
Accumulations 
$31.50 (7.1.37) 


Description 
Foster Wheeler 7% pref. 


Few companies escaped the depression; very few, 
however, among important, capably-managed concerns 
suffered as badly as the Foster Wheeler Corp. Losses 
have been reported by this company in every year since, 
and including, 1931. Only recently has the demand for 
the steam-generating and oil-refinery equipment de- 
signed and manufactured by the company picked up 
sufficiently to permit it to (Please turn to page 441) 
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SEARS, ROEBUCK—MONTGOMERY WARD 
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T, ’ ent 
HE two big mail order houses, BY ROY M. FENTON more severe “growing pains” ex- B yalue 
Sears, Roebuck and Montgomery perienced by Montgomery Ward, § cent} 
Ward, have now largely fulfilled a within the past decade resulted in F mitte 
major program of transition, un- heavier drains upon capital and in F of a. 
dertaken on an ambitious scale ten years ago in order a decidedly more erratic trend of earnings during the § qay | 
to avoid being solely dependent upon the farmer trade lean years of the depression, its competitive position in \fon| 
in their vast merchandising activities. On the record, the retail trade field has not been weakened. The ex- & cause 
Sears, Roebuck appears to have gone through this meta- pansion of both companies into the retail store field F ten \ 
morphosis with fewer adverse effects on its business and during the prosperous late Twenties proved to be un- f high 
earnings than its competitor. In making comparisons, timely in that a major depression was just around the Ff book 
this inference arises time and again when studying ratios corner at the height of this program. For both com- § go¢k 





panies, there was the offsetting factor that the depression Th 
hit the farm trade harder and earlier than the urban § 1996 


which have a significant bearing on sales, profits and 
merchandising efficiency. In generalities it might be 








said that the Sears, Roebuck «management approached trade. In the case of Montgomery Ward, there was § Roel 
this major problem with a more conservative attitude; another important offsetting factor in that the man- B mack 
it husbanded its financial resources for the financing agement took advantage of boom-time conditions in the exter 
more cautiously; it skirted some of the more difficult securities market to obtain the capital that financed & joth 
financial and personnel problems which at one time or this venture. These general considerations are men- — Mon 
another in the past ten years engulfed Montgomery — tioned here because they will make the statistical com- F “rigt 
Ward. parisons to follow somewhat more realistic and in- §& {ars 

It does not appear to follow, however, that because _ telligible. retai 
Sears had smoother sailing (and this term is used in a At the beginning of 1926 (prior to the expansion into F por 
relative sense) during the transition from mail order to retail store outlets) Sears, Roebuck had the smaller — War 
retail store merchandising, it necessarily is better fitted capitalization of the two companies under review— F effec 
to capitalize present sales opportunities in the rural and capitalization consisting of 1,050,000 shares of common fF Equi 
urban sections now served. On the contrary, while the stock. The only change in capitalization during the Ff in 1: 
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Ratio Net % invent. Curr. Asset 
Sales % Operat- Net Income Per of Sales to Current % of Price Earnings Ratio 
Volume _ ingincome Income to Net Share Current Times Liability Earnings ae 

Year 000 omitted to Sales O000mitted Worth Earned ssets Inventory (ratio) Pd.in Div. At High At Low _ | Year 
1936 . $494,968 8.20% $31,235 12.7% $5.60 60.2% 4.91 5.46 97.7% 18.1 10.7 | 1936 
1935 . 392,097 7.12 21,519 11.2 4.45 64.4 4.73 3.42 37.7 15.7 7.0 1935. 
1934. 318,060 6.15 15 020 8.3 3.13 65.0 4.72 3.20 pie 16.4 9.9 > 1934. 
1933. 273,250 5.82 11,249 6.2 2.35 69.0 3.72 2.21 oe 20.0 5.3 | 1933. 
19327 274,707 a d2,544 d1.5 do.53 59.6 5.51 2.34 cone hee eae 1932+ 
| A eee 320,057 5.12 12,170 6.3 2.47 49.3 6.06 4.16 99.5 25.6 12.2 1931. 
OPae...... 355,180 5.26 14,309 7.2 3.01 53.3 5.83 3.42 80.6 33.6 14.4 1930. 
Gee 415,380 8.78 30,058 15.5 6.62 60.2 5.18 2.34 35.8 29.0 12.8 1929. 
a Ra ee ne se Sia io 328,760 10.20 26,908 15.7 6.28 67.5 4.75 2.86 39.2 34.8 14.5 1928. 
ae eee 277,502 11.36 25,022 15.4 5.96 55.3 5.42 4.21 41.9 17.3 9.7 1927. 
10 year average...... 344,996 6.9* 18,495 9.7 3.93 60.4 5.03 3.36 54.2* 23.41 10.7; 10 ye. 

+ 1932 is 13 months period; prior to 1932 yr. end Dec. 31; subsequent years, yr. end Jan. 29. * Based on 10 yr. totals. i9yr. average. d Deficit. ; 








THE MAGAZINE OF WALL STREET 












next ten year's took place in February, ae : : ee Se 
1926, when a four-for-one split-up in- 

ceased the number of outstanding 

— Bares to 4,200,000. Up to the latter 

rt of 1936, this was only moderately 

increased by employees’ stock purchases 

and acquisitions to about 4,830,000 

shares. In December, 1936, stockhold- 

as were Offered the right to buy one- 

nth of a share of new common for 

each share held at $72—a step taken 

primarily to replace cash paid out in 

extras because of undistributed profits 

tax liability, and resulting in present 

capitalization of about 5,476,500 shares. 

Prior to the four-for-one split-up in 

1926, Sears, Roebuck shares made a high 

of around 242 and had a book value of 

approximately $133 a share. The pres- 

ent enlarged capitalization has a book 
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s” ex- BE value of around $431% a share and re- 
Ward, cently sold at around $91 a share. Ad- 
Ited in mittedly book values are very much Montgomery Ward's warehouse and store in St. Paul, Minn. 


and in § ofa secondary consideration in present- 

1g the day stock market valuations, but the comparison with ment made an offer to its shareholders to buy new stock 
Jon i F Montgomery Ward shares is nevertheless interesting be- at prices exceedingly attractive in the light of then exist- 
he ex- F cause of the differences in capital set up during the past ing conditions. The exercise of these “rights” increased 
> field F ten years. In 1926, Montgomery Ward shares sold as the common capitalization to 4,620,770 shares and 
€ ul- F high as 82 and had a book value of $36 a share. Present brought $97,000,000 into the treasury of the company. 


id the F book value is about $30 a share, compared with a recent There was no subsequent change in capitalization until 
com- § stock market price of around $60 a share. January last, when 652,140 shares were offered share- 
CSS1OD The capital expansion of Montgomery Ward since holders at $40 a share, bringing capitalization up to 
urban fF 1926 was about in the same proportion as of Sears, roughly 5,173,600 shares. | 
- Was & Roebuck, but there is the important distinction to be From the data presented above we can calculate that 
man- § made that Sears increased its capital to a very great the book value of Montgomery Ward shares was re- 


nthe F extent at one step through a split-up which brought duced to only 83 per cent of the 1926 figure by the subse- 
unced F nothing into the treasury of the company, whereas quent capital changes, whereas Sears, Roebuck was re- 
men- — Montgomery Ward expanded its capital through duced to about 33 per cent of the earlier book value. 


a | “rights,” which realized close to a hundred million dol- Since capital expansion of both companies has been i 
1 m- & lars of new capital for the management to put into its about in the same proportion, it is apparent that change 


retail store expansion program. Although neither Sears must have taken place mostly in the value of the actual 
| Into F nor Montgomery Ward have had any bonded debt, physical assets behind the shares. Examination of bal- : 
taller F Ward has 205,000 shares of Class A stock, which is, in ance sheets during the past ten years shows that in the 
ew— F effect, permanent non-callable preferred capitalization. retail store expansion period from 1926 to 1929, Mont- 
ime § Equity was represented by 1,141,250 shares of common gomery Ward growth was of spectacular proportions— 
~ the in 1926. During 1928 and again in 1929, the manage- assets almost tripling during this era. Sears on the other 
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- Ratio Net % Invent. Curr. Asset : 
atio Sales % Operat- Net Income er of Sales to Current % of Price Earnings Ratio Ei 
wey S vear anne ing Income Income to Net Share Current Times Liability Earnings — : —~ if 

aw fear ___ 000 omitted to Sales O00omitted Worth Earned Assets Inventory (ratio) Pd.in Div. AtHigh At Low H 
7 | 1936 .... $361,297 6.90% $20,199 11.4% $4.12 58.6% 4.14 4.97 95.5% 16.5 ae 
0 1935... .ssesse 993}088 5.63 13,527 9.1 2.65 57.1 4.44 6.50 wins 15.4 8.2 
9 hae 249,806 4.31 9,161 6.6 1.72 53.4 4.68 7.16 sans 20.7 11.6 
13 | 1933... esses 187,632 1.42 2,228 1.8 0.18 54.5 3.88 8.70 ary sain shaw q 

. ee 176,489 eos d5,687 d4.4 d1.62 48.9 4.32 11.75 Sies Wits sie, i 
2 be nine 198,119 a d8,712 d6.4 d2.25 34.8 5.45 14.50 ae. Hee ae h 
4 1930... . 22s) aT 0.23 423 0.3 do.22 45.8 4.85 14.30 sine oer ve 4 
8 Rea re 267,325 5.43 13,434 7.8 2.60 51.8 3.98 11.05 86.8 60.5 16.4 : 
5 . Snel 9.10 17,704 15.5 4.77 64.0 3.58 5.41 34.8 32.8 24.2 
7 bee 186,683 8.10 13,127 20.6 10.25 58.4 5.92 4.95 38.8 12.0 5.9 
7 10 year average...... 238,385 3.79* 7,504 6.2 2.20 52.7 4.52 8.93 94.8* 26.4** 12.5°° 







+ 1932 is 13 month period; prior to 1932 yr. end Dec. 31; subsequent years, yr. end Jan.29. *Basedon 10 yr. totals **6yr.average. d Deficit. 
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Sears, Roebuck & Co.'s Englewood retail store, Chicago, Ill. 





arise, “Why so much ado about the relative agge 
value of these issues?” The answer is tha 
in a ratio analysis of two concerns, wide varia. 
tions in asset values holds greater significang 
than in the appraisal of an individual issue g, 
an absolute basis—particularly in the case o 
“service” companies which have the majority of 
their capital in working assets. As of January 
31, 1937, Montgomery Ward had almost three. 
quarters of its total assets in current items, while 
60 per cent of Sears total assets were represented 
by current assets. Furthermore, the larges 
single item in the working assets of both com. 
panies is in the form of merchandise. Obviously, 
any significant change in the values of these jp. 
ventories is bound to show up in earnings. ]y 
any event such changes reflect as fully upon 
comparative management ability as any other 
item in the financial record. 

In this case, however, the story behind the 
changes in book values is less favorable for 
Montgomery Ward than one might infer from 
the relatively smaller reduction in this item over 
the ten-year period under review. New capital, 
equal in amount to more than $20 a share on the 
present capitalization, was put into the business 
during the expansion era. The accounts of the 


company do not give sufficient detail to trackf 


down exactly how large a part of this additional 
‘apital was dissipated during the depression, but 
with due allowance for the vast sums ip 
volved, it is apparent that shrinkage in book 
value incidental to capital changes during the 


hand, with two-and-a-half times larger assets to start past decade brought the equity down to less than 30 

with, increased its total assets only about 45 per cent. per cent of its former per share value. 

Because of its mushroom growth in the late Twenties, Turning to the accompanying ratio tables, we see that 

Montgomery Ward assets shrunk more rapidly than its Sears, Roebuck paid out only a little more than 54 per 

competitor during the depression—and have since ex- cent of its aggregate earnings during the ten-year period 

pended at a more rapid rate. tabulated while Montgomery Ward paid out almost 9% 
Since Wall Street pays so little attention to book per cent. The former was in a (Please turn to page 443) 














Comparison Table 




































































Column 1 Column 2 Percent 
ears Montgomery of Col. 2 THE STORY IN BRIEF 

10 Year Average Roebuck Ward to Col. 1 Read comments individually and consecutively 
Gales Voleme{O00 onlited).........................0.05- : ‘$344,996 $238,385 69.0% Sears Roebuck consistently maintained larger sales and 
Profit Margin on Sales. . Ce .. 6.9%* 3.79%* 54.9% almost twice as large profit margin as Montgomery Ward. 
Ratio Net Income to Net Wor Worth ee Ree 5 9.7% 6.2% 64.0% Ratio of earnings to net worth also favors Sears Roebuck 
Per Share Earnings................. ; ese ite hore eee Wee: $2.20 56. 0% but not to the same extent as per share profits. a 
Percent of Earnings Paid in Dividends a ne ee Pee mT. 94.8* 175.07 %___ Montgomery Ward paid out a much larger share of profit. 
Price Earnings Ratio—at High . PS weeceerereee ae Buk acoecee ) RBM 26.4** 112.9% Both at yearly high and yearly low levels Sears stozk had 
Price Earnings Ratio—at Low .. eee her ceccawaer en eRe OR ae .. 10.7t 25** 116.8% a higher price earnings ratio. 
Percent Inventory of Current Assets ............................- 11... 60.4% 52.7% 87.4% Montgomery Ward had less of its current assets in inventory, 
Inventory | ER SS Sere eae ete 5.08 4.52 88. be but turned its merchandise over at a slower rate. 
Current Assets to Current Liabilities. ete ete Siieustecacenedae 3.36 8.93 265.8% | Montg. Ward's current ratio averaged F ‘much higher ner than Sean: 














Montgomery Ward's recent earnings comparison is bette! 








73.6% than 10 year average. 











68.9% Current book value of Montgomery Ward is lower by 1/3 











214.5% but its earnings gain last year was twice that of Sew. 

















* Based on ten year totals. {9yr.average. **6yr. average. 





Current 
1936 Per Share Earnings............ Ieee $4.12 
Book Value Jan. 31, 1937. Se ee $30.00 
Earnings Gain 1935 to 1936. beeaens SPs : 25.8% 55.4% 
Current Price Earnings Ratio. ....... are ae A NIE Eee 16.3 14.6 
OS aes Thea ere PETE s : an A 





89.6% Present price earnings ratio of Mont. Ward better ex than 
ahs O year average. 
65.9% Price considered, Mont. Ward d appears to bz more attractive 
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value of stocks these days, the question might : 
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Earmarks of An Ideal Common Stock 
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BY MUNROE E. 


aiceer speaking, the ideal investment medium is 
probably non- -existent. Given certain conditions, any 
of the more familiar mediums such as bonds, preferred 
stocks, commodities, insurance and real estate might 
have idealistic qualifications. In the present setting, 
however, it is assumed that investors by and large are 
seking to participate in a broad general recovery in 
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business, in the expectation of increment of principal 
and income, or stated otherwise, the preservation and 
perhaps enlargement of the purchasing power of their 
‘capital. It is further assumed that a carefully chosen 
list of common stocks offers the most promising means 
of attaining these objectives. What principal factors 
then should the investor look for in making his choice 
of common stocks? 

Omitting any consideration of those issues which are 


| easily recognizable as radical speculations, the investor 


will confine his prospective list, from which a final choice 


| is to be made, to the shares of established companies. 
| Such cardinal factors as past records, industrial back- 


ground, management, capital structure and leverage must 
necessarily carry considerable weight. In addition, how- 


Fever, there are four outstanding factors which at the 


MARSHALL, JR. 


present time command particular emphasis. These are 
the factors of growth, labor, inventories, and finances. 

A company favored by a strong growth factor is one 
which is identified prominently with an industry for 
which it is possible to concede almost unlimited possibil- 
ities for future expansion and an ever-broadening de- 
mand for its products. Among industries so situated 
would be included Diesel engines, plastics, alloy steels, 
air conditioning and the newer types of building mate- 
rials. The most outstanding examples, however, are the 
chemical, electrical equipment and aviation industries. 
Unrelenting research and the successful development of 
new products and markets have long been a major phase 
in the activities of leading chemical and electrical equip- 
ment companies. The rewards have been handsome and 
should be equally so in the future. Aviation is still a 
young, but nevertheless progressive industry and for 
which it is not difficult to envisage even more rapid 
expansion in the future. Development costs, on the 
other hand, are heavy. 

Even if the current labor strife did not emphasize the 
vulnerability of companies employing large numbeys of 
wage-earners in manufac- (Please turn to page 442) 





Companies in a Favored Position 


Earned Per Share 

















Company “930 937 «1936 "Dividend 
| Intemational Nickel. ....... 054 8077 2.39 0.50 
Union Carbide & Carbon. a 0.83 1.10 4.09 0.80 
: Amerada Corp... 0.60 0.66 2.52 0.50 
Monsanto Chemical......... 1.03 “1.20 4.01 0.50 
: General Electric. ; 0.25 0. 40 : 1.52 0.40 
Climax Molybdenem.. ve NF NF 2.07 0.30 
Dow Chemical............ 2.85* NF 3.431 0.50 
United Aircraft. rg a Bete 0.17 0.28 0.76 0.50 

Nitional Lead............. NF NF 4.71 0.12% 
Dousles Aircraft... Ba stole ones Nil 0.45 — 44.74 None 

(a) (a) (b) 
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NF—Not available. *—Seven mos. to Dec. 31, 1936. 





t— Pissed peer ended Mey 31, '36. 


Recent 
Price 


COMMENT 





62 Company has a practical monopoly in nickel production ‘and able to virtually 
control prices. Favored by steadily and d t of 
new outlets, Labor factor satisfactory and liquid resources ample. 





103 Stock comprises entire ne of this leading chemical unit. Company is 
prominent in alloy metal field. Increased wages have been readily absorbed. 
No serious inventory problems. Long term prospects excellent. 


92 Repted to own the largest supplies of crude oil per share of any domestic oil 
producer. Ample cash and earnings are conservatively stated. Not likely to 
: be affected by labor costs. Should benefit currently from higher crude prices. _ 


96 Manufactures a widely diversified group of chemicals. 
Favored by low production costs. No inventory problems. 
= 50,000 preferred shares to finance expansion. 


55 Strongly favored by growth factor and has strong representation in many new and 
expanding fields. Higher labor costs should not be unduly troublesome. Fi- 
_nances 


48 Semi-monopoly, credited with owning 95% of world’s supply of molybdenum, 
which is rapidly gaining in importance as an alloying agent. Favored by stable 
prices, low costs and er NR 


142 A leading manufacturer of i trial chemicals, phai ticals and 
metal and alloys. Owns Seem raw material sources a:d is experimenting with 
extraction of bromi: es from sea water. Free of labor and inventory problems 
and favored by large potential markets. 


Active in research. 
Plans sale of 




















30 Manufacturer of diversified line of aircraft and aviation supplies. Profit margins 
narrow but should improve as demand expands. Fairly strong working capital 
position and favored by growth factor. 





36 Leading manufacturer of lead products, including “Dutch Boy" paint. Inventory 
policy eliminates wide flu.tuations in earnings. Labor relations satisfactory. 
Markets widely diversified and may shortly show rec g 
Finances adequate. 

tstandingly ful i 1 


60 Company has been in dev t of large transport and 
military aircraft. Rising volume of orders may require financing to bolster work- 
ing. Labor problems present but may not serious. 


(b)— Year ended Nov. 30. 























(a)—3 mos. to Feb. 28. 
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Congoleum-Nairn, Inc. 


Rated as one of the leading units in its field, Con- 
goleum-Nairn, under the trade name “Congoleum,” 
manufactures a wide line of various grades and types of 
felt base floor covering and linoleum, artistically styled, 
and extensively advertised. Quite in keeping with its 
trade prominence, the company’s record during the past 
seven years has been an impressive one. Congoleum 
showed profits for common stockholders in each year 
of the depression, retired its preferred stock, reduced the 
number of common shares held publicly, and maintained 
un excellent cash position throughout the lean years. 
Since 1932, when profits equalled 50 cents a share, earn- 
ings have risen steadily, $1.66 a share in 1933, $1.71 a 
share in 1934 and $1.82 a share in 1935. Last year the 
rate of gain slowed up to some extent, reflecting in- 
creased promotional costs involved in the introduction 
of the company’s extended line of wall coverings and 
temporarily unfavorable trade conditions resulting from 
price cutting in the first half of the year. Improved 
conditions in the latter half, however, enabled the com- 
pany to show earnings equal to $2.05 a share for the 
full year. 

Interim reports are not available at this time, but at 
a recent stockholders’ meeting it was officially stated 
that both sales and earnings in the first four months of 
this year were substantially ahead of 1936. Without 
doubt, increasing impetus may be expected to be im- 
parted to sales as new building increases, augmented by 
replacement demand stimulated by increasing public 
purchasing power. Under the circumstances, it is not 
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Stocks Undervalued 


on Earnings and Prospects 





















WALL STREET STAFF 

= 
unlikely that earnings this year will be between $250 § inc 
and $3 a share. for 


At the end of last year, the company’s entire capitali- Flas 
zation consisted of 1,243,000 shares of stock. Current § tot 
assets were in excess of $16,000,000 at the close of 1936, ‘ 
including cash and government securities of nearly bee 





































$7,000,000. In addition, the company had marketable cap 
securities not indicated in the current assets, with af (00 
value of $2,500,000. Only $1,521,678 of accounts pay-f con 
able and tax reserves stood ahead of the common stock. — cas 
Dividends are presently being paid at the rate of 50 cents as | 
quarterly, and in the event that indicated earnings arf 193 
realized this year, a generous extra should be forth-— %4 
coming. ( 
The company is identified with a field in which com-— imp 
petition, while highly concentrated, is exceptionally keen.— dus 
Rising volume of business, however, should enable Con-— cun 
goleum to utilize its low cost producing machinery tof tion 
good advantage. Moreover, the company appears well clos 
fortified against raw material advances and because df tion 
the highly mechanized manufacturing processes em-§ pric 
ployed, should be relatively free from unexpected inf tive 
creases in labor costs, and from interruptions in prof 
duction from labor difficulties. Recently selling arounlf debt 
38, the shares afford a current return of better than 5%— shar 
and are reasonably appraised in relation to both earning— inco 
and dividends. per 
1935 
Mid-Continent Petroleum Corp. far | 

net 
Although one of the smaller oil units, Mid-Continen!f peric 
Petroleum Corp. is a well rounded enterprise, with activ: as a 
ties embracing every major phase of the oil industry.§ inter 
At the end of last year, the company owned theB prese 
royalty and/or working interest under oil and gas least} consi 
on 35,856 acres of producing properties Iocated in Okl-— stant 
homa, Kansas, Texas and New Mexico, with 1,421 olf quot 
wells and 15 gas wells. Net crude production last yeal ratio 





was 5,695,959 barrels, or about 15,560 barrels per day, 8 stitu 
compared with 11,894 barrels per day in 1935. 
Although the company’s potential production is suf 
cient fully to meet its refinery requirements, adherent 
to pro-ration schedules made it necessary for Mid 
Continent to purchase a portion of its refinery neets 
from outside sources. Last year the company’s refinery 
run amounted to 10,177,973 barrels of crude, or # 
average of 27,809 barrels per day. Sales of all petroleu 
products in 1936 amounted to 432,943,902 gallons, # 
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MID-CONTINENT PETROLEUM 


HIGH & LOW PRICE RANGE 





increase of nearly 10% over 1935 and an all-time record 
for the company. Motor fuel sales gained nearly 12% 
last year, as compared with an increase of 9.5% in the 
total consumption in the United States. 

Steady expansion in Mid-Continent’s facilities has 
been financed, for the most part, out of earnings and 
capital expenditures last year amounted to over $7,500,- 
000. Reflecting general improvement last year, the 
company’s current assets, including nearly -$7,400,000 in 
cash and government bonds, increased to $21,244,717 
as compared with less than $20,000,000 at the end of 
1935. Current liabilities at the close of 1936 were 
$3,472,884. 

Over the past year or more there has been a marked 
improvement in the statistical position of the oil in- 
dustry, as a whole, and while crude oil production is 
currently close to peak levels, indications are that opera- 
tions are being conducted on a basis which conforms 
closely to the current trend of consumption. This situa- 
tion has reflected itself significantly in higher crude 
prices and more stable conditions in the highly competi- 
tive marketing division. 

Mid-Continent Petroleum retired all of its funded 
debt and preferred stock in 1929, and the 1,855,912 
shares of capital stock represent the entire equity. Net 
income last year of $4,777,578 was equivalent to $2.57 
per share on the stock, comparing with $1.31 a share in 
1935. The upward trend in earnings has continued thus 


| far in the current year and in the first three months 


net income was 30% larger than the corresponding 
period of .1936,*being equivalent to 66 cents per share, 
’s against 51 cents a year ago. Earlier this year an 
interim dividend. of 50 cents a share was paid, and the 
present favorable aspects of the company’s outlook lend 
considerable. weight to the possibility of a more sub- 
stantial payment before the end of the year. Currently 
quoted around 30, the shares are selling at an attractive 
ratio to prospective earnings and would appear to con- 
slitute an interesting speculative opportunity. 


Twentieth Century-Fox Film Corp. 


Since reorganization in 1935, when the company’s 
capital structure and financial position were materially 
strengthened, Twentieth Century-Fox Film has been 
making rapid progress. Profits for the 52 weeks ended 


December 26, last, were equivalent, after deducting pre- 
ferred dividends, to $3.55 per share on the common stock 





outstanding at the end of last year. This compares with 
$1.24 a share earned on a substantially smaller amount 
of common stock for the year ended December 28, 1935. 
Notwithstanding increased production and amortization 
costs this year, the upward trend in earnings has con- 
tinued and for the 13 weeks ended March 7, last, net 
profit of $2,067,599 was equal to $1 a share, contrast- 
ing very favorably with 59 cents a share earned in the 
same period of 1936. The second quarter, which in the 
motion picture industry is less active, may not produce 
earnings as large as experienced in the first three months, 
but in view of favorable outlook for ensuing months, 
there is better than an even chance that Twentieth 
Century-Fox will earn upwards of $4 a share this year. 
Such earnings would not only lend adequate support to 
the present $2 dividend, but might well justify the pay- 
ment of at least a $1 extra later in the year. 

Twentieth Century-Fox is a well-knit organization, 
with producing facilities concentrated in the United 
States, and important foreign distribution. It has been 
estimated that some 35% of gross film rentals is derived 
from foreign sources. Among the featured stars under 
contract to the company are several with exceptional 
box-office drawing power, including the juvenile star, 
Shirley Temple. Another feature, “Movietone News,” 
is an important contributor to sales and earnings. The 
company has a 42% interest in National Theatres 
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Corp., operating a chain of theatres. No dividends, 
however, have been declared by that company this 
year, although last year Twentieth Century-Fox re- 
ceived $1,134,000 from this source. Increased theatre 
return this year is indicated by the steady upward trend 
in attendance at motion picture theatres, and the in- 
creased purchasing power of the public should enable a 
moderate rise in admission charges to be sustained. 

At the end of last year, the company’s balance sheet 
showed a subsidiary funded debt of $1,852,200 and 
1,031,287 shares of $1.50 convertible preferred ahead of 
the 1,636,168 shares of common stock. With the com- 
mon stock paying $2 in dividends, however, it is prob- 
able that the amount of outstanding preferred has since 
been reduced, accompanied by a corresponding increase 
in the common shares. Financial position is strong. 

Selling around 36, to yield nearly 6%, the probabili- 
ties are that the shares of Twentieth Century-Fox Film 
reflect to a greater extent the lack of market interest in 
moving picture stocks at this season of the year, than 
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any doubt as to the current trend of earnings or the 
promising aspects of the longer term outlook. Under 
the circumstances, acquisition of the shares for medium- 
term holding might well prove a profitable venture. 
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J. C. Penney Co. 


Operating a chain of 1,496 “junior” department stores, 
the record of J. C. Penney Co. as a successful merchan- 
dising organization has been outstanding. Since the 
depression low in 1932, net income has risen from about 
$5,100,000 to $18,700,000 last year. Sales last year were 
the largest in the company’s history, recording a gain of 
more than 14% over 1935. Moreover, during the past 
four years, reflecting timely and skillful purchasing of 
inventories, the company has shown a margin of profit 
ranging from 7.5% to 8.9%, the highest levels recorded 
in the past decade. 

J. C. Penney units deal chiefly in moderate priced 
apparel and dry goods, and with a heavy concentration 
of stores in rural and industrial districts, the company 
has shared substantially in the increased purchasing 
power of the farmer and wage-earner. Higher wages 
now in effect, coupled with another appreciable increase 
in farm purchasing power indicated for this year, lend 
considerable weight to the possibility that the company 
may establish new high record in sales and earnings. 

Capitalization at the end of last year consisted solely 
of 2,543,984 shares of common stock. Of profits eqviva- 
lent to $7.36 a share on the stock in 1936, $7.25 a share 
was paid in dividends. Despite the generosity of these 
dividends, the management regarded working capital as 
ample for its requirements. Current assets at the close 
of last year were in excess of $65,800,000, while current 
liabilities were less than $15,000,000. 

At the present time, dividends are being paid at the 
rate of $1 per share quarterly, but in view of the fact 
that sales have been running 10% ahead of last year, 
and the prospect that gains may be wider in the Fall 
months, it appears safe to conclude that earnings will 
rise to a point again warranting a disbursement of a 
liberal extra dividend at the year-end. Even granting 
that the trend of earnings from this point on may show 
a tendency to stabilize, shares of J. C. Penney, recently 
quoted around 98, to yield over 4%, embody the at- 
tributes of a conservative equity investment at an 
attractive price level. Probable extra dividend later in 
the year would make vield over 6%. 
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Holland Furnace Co. 


Holland Furnace Co. is rated the world’s largest manu. 
facturer of warm-air furnaces and skillful management 
and advanced sales technique have enabled the com. 
pany to compete successfully with the numerous othe 
types of heating plants now on the market. Keeping 
step with new developments, the company manufactures 
two types of air conditioners; one of which converts 
the ordinary warm-air heating system into an air cop. 
ditioning unit by means of a power blower, and the 
other is a complete centrifugal-type pressure unit. Sales 
of the latter particularly have shown substantial in- 
creases. The company operates a fleet of some 350 
power-driven vacuum-cleaning units, utilized to remove 
soot and dust from furnaces, chimneys, etc. While the 
latter activity, in itself, is not important, it has fre. 
quently paved the way for important sales contacts, 

Notwithstanding the severe slump in the building 
industry during the depression, the company’s losses 
were comparatively moderate, and with the benefit of 
improved business conditions generally, earnings have 
since recorded steady improvement. Last year the com- 
pany, through the application of the proceeds derived 
from the sale of 32,000 shares of $5 convertible preferred 
stock, retired all of its 7% preferred stock and paid 
accumulated dividends amounting to $243,527. Also, 
last year the company retired all of its outstanding 6% 
debentures. Net working capital of $8,158,000 at the 
end of last year was $2,790,000 greater than at the 
close of 1935, reflecting principally the addition of a 
portion of the proceeds derived from the sale of 5% 
preferred stock. Actually, current assets represented 
about 84% of total assets. 
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Net income last year was equal to $2.87 a share on 
the 426,397 shares of common stock, comparing with 
$1.97 per share earned in 1935. Contrary to the com- 
pany’s usual experience, operations in the March quarter 
this year returned a small profit, and for the twelve 
months ended March 31 last, net income of $1,394,265 
was equivalent to $2.85 per share on 444,186 shares of 
common stock. The most recent showing compared with 
$1.35 per share in the corresponding period of 1935. 
Additional evidence of the rising trend in earnings is t0 
be found in the recent declaration of a $1 dividend, the 
last previous payment having been at the rate of 25 cents 
a share, made last December. (Please turn to page 441) 
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WALWORTH COMPANY 











Earnings Show Sharp Recovery 


An Attractive Speculative Stake in 
the Rising Cycle of Construction 


Finally, there is the Attalla plant in Alabama which 
specializes in cast iron soil pipe and fittings and chrome 
nickel iron pipe. Warehouses and branch offices are 
maintained in a number of the more important cities. 

For last year the Walworth Co. reported net income 
of $519,218, after taxes, depreciation and interest. This 
was equivalent to 40 cents a share on the outstanding 
common stock and compared with a net loss of $270,000 
in 1935, a net loss of $234,000 in 1934 and a net loss 
which averaged well over $1,000,000 a year in the three 
years prior to 1934. In the first quarter of the present 


year more was earned than was earned in the full year 
1936; the actual figure was $542,369 after all expenses 
and charges, other than the Federal tax on undistrib- 
In the second (Please turn to page 437) 


uted profits. 
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nefit of 
‘ aa Tre effects of the late depression upon construction 
Jerived — "ee devastating. Indeed, it can be contended with con- 
eleatia siderable logic that it was the slump in all kinds of 
d paid construction that made the depression. To the compa- 
Also, | Mes 2 the building field it made no difference, of course, 
ng 6 whether their troubles were “cause or whether they 
at the b Yet “effect : the almost complete disappearance of 
ot their business was the thing that mattered. — Among 
ae those that staggered badly during this unfortunate 
of 5% period was the Walworth Co. However, following re- 
sented | UBanization under section 77-b of the bankruptcy law, 
_ the business of the company has staged a recovery com- 
parable to the rapidity of the erstwhile decline. 
_ a Walworth is a manufacturer of valves and fittings. 
= These are sold to the building industry, to oil and public 
+4 utility companies, to railroads, and to 
builders and repairers of ships. The 
TY company also makes a line of pipe tools 
a and does a jobbing business in plumbing 
and heating tools. More than sixty per 
a cent of the business is for original equip- 
ment: hence, Walworth’s dependence 
upon construction—not forgetting indus- 
trial construction, plant expansion and 
H rehabilitation. Export business is con- 
| siderable. 
The company operates a number of 
Msi] & plants. The one in Boston makes a full 
mame F line of valves, fittings and other prod- 
oe ucts and serves the states of the north 
, a Atlantic seaboard. It has an annual 
com: fe apacity of 12,000 tons of finished ma- 
vuartet terial. The South Greensburg plant 
sai near Pittsburgh, Pennsylvania, has a 
94, 963 capacity of about 25,000 tons of finished 
ate a material a year. It serves the rich indus- 
d with trial region of Pennsylvania and Ohio. 
1938, The Kewanee plant, the company’s larg- 
is tof haga the plant at East St. Louis, II- 
d the MOls, are In a position to serve advan- 
: an tageously their own state and the terri- 
> 441) tory west of the Mississippi River. 


TREE! 
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Machining a steel valve body in the Walworth Works, Kewanee, Il. 




















Alleghany Corp. Merger Plan 


Probably no holding company has 
been more in the public eye than 
the peak of the Van Sweringen 
pyramid, the Alleghany Corp. From 
its birth in January, 1929, through 
Congressional investigations, through 
bankruptcy, up until the present 
time, the Alleghany Corp. has been 
front page financial news. Now, un- 
less present plans miscarry, the 
agency which was set up by the 
Van Sweringen brothers to control 
$3,000,000,000 of assorted railroad 
and other property is to be sub- 
merged in a new company, Chesa- 
peake Corp. This is to be distin- 
guished from The Chesapeake Corp. 
with which everyone is familiar and 
whose minority stockholders will be 
offered one-and-a-half shares of C. 
& O. Railway stock or one share of 
the prior preferred stock in the new 
company for each share held. The 
Alleghany common will be ex- 
changed share-for-share for stock in 
the new company: the Alleghany 
preferreds are being made an offer 
according to their various stand- 
ings: the debentures of *44 and °49 
are to remain undisturbed. The 
whole plan hinges on a sufficient 
number of the collateral trust 5s, of 
50 assenting to what is being of- 
fered them. Each of the collateral 
trust bonds is to receive $200 in 
cash and eight shares of new prior 
preferred stock. The bond inden- 
ture of the collateral trust issue pro- 
vides that so long as the underlying 
collateral is insufficient in value to 
cover the bonds 150% the trustee 
shall impound all earnings. Under 
this provision the trustee has been 
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impounding Alleghany Corp.’s rev- 
enues and it has been impossible 
therefore to consider making distri- 
butions on the latter’s preferreds. 
So vital is it that the majority of the 
5s of ’50 assent to the plan that it is 
expressly provided that, unless 85% 
of them do, the plan will not be de- 
clared operative. Broadly speaking, 
there is much merit to the proposed 
merger. The situation, however, is 
an involved one and the holders of 
the numerous securities concerned 
will have to examine the offer being 
made them in the light of their own 
individual positions. 


International Telephone 
& Telegraph 


Both the debentures and the com- 
mon stock of International Tel. & 
Tel. have been acting better re- 
cently. No doubt, this may be 
partly attributed to the general 
rally that has taken place in the 
security markets. There seems, 
however, to be a little more to it 
than this. There are rumors that 
the management is working on a 
new financing plan with a view to 
reducing its outstanding bank loans 
which at the close of last year stood 
at nearly $28,000,000. In this con- 
nection, mention has been made of 
a subsidiary issue—the Argentine 
company, for example. Were the 
Argentine company to sell addi- 
tional securities and lend the money 
to I. T. & T. for the repayment of 
bank loans, such an advance would, 
of course, be an “up-stream” loan 
whose technical soundness is open 
to doubt. Nevertheless, whatever 




















International Telephone & Tele. 
graph should decide to do about its 
bank loans, the favorable fact re- 
mains that the company’s net in- 
come for the first quarter was equal 
to 26 cents a share of common, con- 
pared with 13 cents a share in the 
first quarter of 1936—eliminating in 
both cases all revenues from the 
Spanish subsidiary. 


Defaulted Foreign Bonds 


Negotiations are under way at 
the present time for the settlement 
of two foreign bond defaults. The 
latest offer on the part of Cuba for 
her defaulted public works bonds 
is to exchange them for a new 
314% issue—as against the 514% 
coupon borne by the old bonds— 
back interest to be cancelled. This 
offer representatives of the Ameri- 
can bondholders have refused. In 
connection with the Brazilian ex- 
ternal debt, discussions being car- 
ried on in New York have not yet 
reached the stage where concrete 
offers and counter-offers have been 
made. 

It is possible that American hold- 
ers of defaulted foreign bonds do 
not fully appreciate how rapidly 
their position is being strengthened, 
at least so far as the obligations of 
countries which are large producers 
of raw material sold in world mar- 
kets are concerned. When commodi 
ties were low in price and world 
trade in a state of stagnation the 
problem of remitting interest was 
a real one. Indeed, in many cases it 
was an actual impossibility and m 
such cases no stigma should attach 
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to the default. Within the 
ast year or two, however, 
the situation has changed 
greatly. The increase in 
the price of raw materials 
has made it easier for for- 
ei countries to pay us. 
Then there are the recip- 
rocal tariff agreements we 
| have negotiated, accompa- 
nied by an appreciable 
lowering of the American 
sale of duties. Finally, a 
great many foreign bonds 
have been repatriated, so 
that there is a smaller 
principal sum on which to 
make payments. Because 





of the steady improvement 
in their fundamental posi- 
tion, American holders of 
foreign bonds in default 
will be generally well ad- 
vised to exercise patience 
alittle while longer. Espe- 
cially, should they not dis- 
pose of their holdings on 
any sharp market dip in- 
duced by adverse unoffi- 
cal rumors. In many in- 
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stances the nationals of the 
countries in default have 


» heavy speculative positions 
) and 


rumors have’ been 
known to have an “inspi- 
rational” flavor. 





Forecasts Larger 


Wheat Crop 


Issued a week or so ago 


» the Department of Agri- 
culture’s 


estimate of the 
wheat crop was larger than 
had been generally ex- 


; pected. The figure for win- 


ter wheat was 663,641,000 
bushels, while for spring 
wheat as of July 1 the 
figure was 218,645,000 


| bushels, making a total of 
_ 882,286,000 bushels for all 


wheat. Should this esti- 
mate materialize, it would 


ibe the largest crop since 
F 1931, 
for the security holder in many com- 
panies. Although the larger estimate 
| May bring about some recession in 
Prices, it nevertheless represents a 
het gain for the country as a whole. 
It means more traffic for such roads 


This is good news 











Developments in Companies Recently Discussed 


Celanese Corp. Apparently, expansion in the 
rayon field is not yet over: a subsidiary 
of this company has bought 1,200 acres 

It is 

presumed that a plant will be erected 


of land near Pearisburg, Virginia. 


there before very long. 


Reynolds Metals. Stockhoiders have approved 
an increase in the authorized common stock 
and within a week or two some 64,000 
shares will be offered them at $17 a share 
in the ratio of 1 new share for each 15 
held. 
running 50% ahead of last year and the 

be used for working 


Company's sales are said to be 


Wheeling Steel. 


new money will 
capital. 


Westinghouse Electric & Manufacturing. Has 
acquired the A. B. See Elevator Co. in 
exchange for 10,000 shares of common 

At the close of 1936 the new 

acquisition had total assets 

$1,500,000. Operations last year resulted 


in a nominal loss. 


stock. 
of some 


Devoe & Raynolds. Reported a net profit be- 
fore Federal taxes of $366,144 for the six 
months ending May 31, compared with 
$239,458 for the corresponding previous 
period. These figures after preferred divi- 
dends are equivalent to $2.48 and $1.35, 
respectively, on the combined "A" and "B" 
common stocks outstanding. Here is con- 
crete evidence of the better business being 
experienced by companies in the paint and 
varnish field. 

Bendix Aviation. Has let contracts for ten 

buildings at the recently 

town of Bendix (once Teterboro) 

Jersey. When finished, it is estimated that 

the entire project will have cost some 

$3,000,000. 


re-christened 
New 


American Tel. & Tel. With well over half-a- 
million new stations added during the first 
six months of the present year, it should 


General Electric. 


Allis-Chalmers. 


not be long before the Bell System has 
more stations in operation than it ever 
had. The record stands at 15,193,000 sta- 
tions and was achieved early in 1930. 


Orders received by this 
company in the first six months of the pres- 
ent year totalled more than $217,000,000, 
an increase of 59% over those received in 
the first six months of 1936. In the first 
six months of 1929 orders received aggre- 
gated a record breaking $220,700,000. 


Reported for the first five 
months of this year a net profit, after 
regular dividends on the preferred, equiva- 
lent to $5.18 a share on the outstanding 
common stock. With a view to wiping out 
the arrears on the $6 preferred the com- 
pany is offering one share of new 5% prior 
convertible preferred and one-half share 
of common for each share of the old pre- 
ferred. Had the plan been completely 
effective, earnings in the first five months of 
this year would have been equal to $3.74 
a share of common after dividends on the 
new prior preferred. 


Announces that it has defi- 
nitely decided to expend between $3,000,- 
000 and $4,000,000 for the expansion of 
production facilities. It is said that the 
$16,000,000 in preferred stock which was 
scheduled to be issued may now be re- 
placed by $20,000,000 in debentures and 
that in this case even more would be spent 


for expansion. 


Kroger Grocery & Baking. Reported for the 


24 weeks to June 19, last, a net profit, 


after preferred dividend requirements, 
equivalent to 77 cents a share of common. 
In the corresponding previous period the 
net profit was equivalent to 54 cents a 
This was a surprisingly 
good showing in the face of higher oper- 


and direct flood damage 


share of common. 


ating costs 
equivalent to 21 cents a share of common. 





as Northern Pacific, Great Northern, 
the Burlington, Union Pacific and 
Southern Pacific. They will benefit 
moreover from a larger return traffic 
as the farmer spends his crop money 
for manufactured goods. The mail 






order houses, Sears, Roebuck and 
Montgomery Ward, will be benefi- 
ciaries of the larger crop, as will the 
manufacturers of automobiles, elec- 
trical home equipment and especially 
makers of farm equipments. 
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aking the Pulse of Business 


—Sentiment More Hopeful 


{ a business news since our last 
issue has been considerably more 
encouraging; but still leaves much to 
be desired. Of outstanding impor- 
tance to the future of business in 
this country is a growing disposition 
on the part of public authority, both 
Federal and State, to enforce law 
and order in the contest between 
capital and labor. Recent develop- 
ments in the troubled steel districts 
have made it quite plain that there 
is no revolutionary sentiment of 
any consequence among native born 
Americans, whose most fervent 


—Steel Backlogs Recede 
—Copper Price Firms Up 


—Oil Prospect Favorable 


world trade. In spite of many ob- 
stacles, however, considerable prog- 
ress has already been made toward 
world economic recovery, as may be 
gathered from figures submitted by 
the International Labor Organiza- 
tion showing that employment in 
Estonia, Denmark, South Africa, 
Japan, Latvia, Sweden, Great 


In view of all these eco. 
nomic abnormalities abroad it is jn- 
deed gratifying to observe that our 
own foreign trade in May (mer. 
chandise exports plus imports) ex- 
ceeded the dollar volume for May, 
1936, by 46%, compared with a five 
months’ gain of only 37%. 

With steel mills re-opening, and 
comparative freedom from labor 
trouble at automobile plants, per 
capita. Business Activity in this 
country has recovered to about 98% 
of the 1923-5 average. Owing, how- 

ever, to a much more rapid rate 


progress. 





desire is an opportunity to earn 
a livelihood without hindrance 
from foreign agitators. We are 
still overwhelmingly a law-abid- 
ing people; so that any of our 
political representatives who 
tolerate violence must inevita- 
bly be voted out of office when 
next they come up for re-elec- 
tion. Evidently our high gov- 
ernment officials are beginning 
to see this handwriting on the 
wall. 

In Europe the _ situation, 
though still grave in its longer 
range possibilities, has quieted 
down on the surface in defer- 
ence to growls by the British 
lion, and peoples throughout the 
world are fervently hoping that 
the Spanish Gordian knot may 
be unsnarled without another 
world war; which, for genera- 











tions hence, might halt the 


BUSINESS ACTIVITY 
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of expansion last year, the mar- 
gin of improvement on an annual 
comparison basis has narrowed 
to 8%. Barring an outbreak of 
war abroad, the course of busi- 
ness at home over the next few 
months will take its cue from 
labor conditions. In the ab- 
sence of serious strikes it would 
seem that the closing half year 
should witness a_ considerable 
degree of improvement in both 
business activity and profits un- 
der the stimulus of a still grow- 
ing public purchasing power. 
Farm income, it is true, will ex- 
pand more slowly over the next 
few months, owing to reduced 
marketings and, in spite of rising 
prices for wheat and _ livestock, 
may not exceed last year’s level 
by a very large margin during 
the second half; but it is note 





worthy that factory employ- 





march of civilization. Aban- 
donment of the yellow metal by 
France has had no apparent ill ef- 
fect upon our own economy, and 
may even serve to curb for awhile 
the unwelcome flow of gold to these 
shores; but exchange restrictions 
which France will probably have to 
impose later promise to raise further 
barriers to a much needed revival in 
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Britain, Jugoslavia, Finland, Nor- 
way and Hungary has already 
equalled or passed the 1929 level; 
though the League of Nations’ Eco- 
nomic Committee points out that 
trade quotas, exchange control, flight 
of capital, maldistribution of gold, 
national deficits, and vast arma- 
ment programs continue to obstruct 


ment in May was nearly 14% 
ahead of the corresponding month 
a year ago, while factory payrolls 
increased 30%. New corporate 
capital raised through flotation of 
securities in May came to 107 
millions, compared with only 4 
millions for the like month last year. 
in June, moreover, the amount 
of dividends declared exceeded 
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those for June, 1936, by 23%. 
The longer range business outlook 
| appears to be dependent in some 
measure upon the ability of private 
fnancing to fill the void which may 
Phe created next year through a 
tapering off of Government deficits. 
Present prospects pomt to an ex- 
cess of cash receipts over expendi- 
tures during the second half of the 
new fiscal year, just opened, and 
gme authorities estimate that the 
Treasury may have a cash surplus 
af close to a billion which could be 
applied toward reducing the Gov- 
emment debt, if not required to 
sterilize further imports of gold. 
This. of course, would be deflation- 
ary unless offset by at least an equal 
smount of expansion in bank credit. 


The Trend of Major Industries 


STEEL—Shut-downs over Inde- 
pendence Day and for Summer vaca- 
tions, which latter are being stag- 
gered this year, have conspired with 
labor trouble to drop the steel ingot 
rate temporarily to 67.3% of rated 
capacity. This is about a point un- 
der last year’s rate at this season, 
and will probably prove to have been 
the low ebb of the year. Viewing 
the industry as a whole, new orders 
are still coming in at a somewhat 
lower rate than current shipments, 
particularly in automotive steel and 
products entering into other con- 
sumer goods such as refrigerators 
and radios. On the other hand, 
agricultural implement and _ tractor 
makers, along with the canning in- 
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dustry, which is handling a large pea 
pack, are taking heavy supplies. 
Consumers are besieging the inde- 
pendents to make the earliest ship- 
ments possible. Considerable feel- 
ing has developed among large con- 
‘umers over surrender by the U. S. 
Steel Corp. and its followers to C 10 
demands, and in some quarters it is 


JULY 17, 1937 








feared that this may lead to a break 
in the exemplary harmony which has 
hitherto reigned within the industry. 
Should consumers carry out promises 
to favor the independents conspic- 
uously, it might lead to a price war 
led by that half of the industry 
which has enjoyed peace while the 
remaining half was beset with labor 
trouble. On the other hand, heavy 
export demand, accompanied by ris- 
ing prices for scrap, point to the 
possibility that there may soon be 
enough business for all, a develop- 
ment which would tend to sustain 
prices. England has just cut to 
12146%, from 20%, her ad valorem 
import duties on a long list of iron 
and steel products. These reduc- 
tions will remain in effect until 
March 31, 1938, after which date it 
is hoped that the old Spanish source 
of supplies will again become avail- 
able. 


CONSTRUCTION — The sched- 
ule of higher wages and _ shorter 
hours recently adopted in New York 
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has been extended to building trade 
workers in 26 other populous centers; 
but there are still wide variations 
in construction costs throughout the 
country. The Dow Service finds, 
for example, that the lowest material 
costs are in Grand Rapids, where 
they average 67% of New York 
prices. The lowest labor costs, at 
51% of New York, are in Richmond, 
Va. The highest material costs, at 
125% of New York, are in Pitts- 
burgh. Total construction costs, in- 
cluding material and labor, range all 
the way from 35% below New York 
City to 10% above. In Montreal, 
labor costs are only 39% of New 
York, which helps to explain why 
June construction awards in Canada 
were 46% ahead of June. 1936. In 
the United States, engineering con- 
struction contracts for June in- 
creased 49%, though residential 





building permits in May gained only 
28%, compared with the correspond- 
ing months of last year. 


RAILS—With negotiations for 
wage and freight rate increases pend- 
in, it is not altogether surprising to 
learn that maintenance expenses in 
May were so heavy that a 10% in- 
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crease in gross operating revenues, 
compared with the like period of last 
year, resulted in a less than 5% gain 
in net operating income, compared 
with a 26% increase for five months. 
With settlement of strikes in the 
heavy industries, and once wage and 
rate increase uncertainties are out of 
the way, car loadings will again com- 
mence to increase at a more than 
seasonal pace, and a larger propor- 
tion of gross should be saved for net. 


METALS—With the old specula- 
tive holdings of copper about liqui- 
dated and renewed rumblings of war 
in Europe, foreign prices for the 
metal have recovered at present 
writing to nearly 1414c, and talk of 
an advance in the domestic price be- 
fore long is again circulating in trade 
New speculative positions 
are forming under the added incen- 
tive of the recent two-year extension 
by Congress of our 4-cent import 
duty on the red metal. World lead 
production in May, exclusive of 
Spain, came to 158,519 tons, a gain 
of 4,538 tons over April. World 
zinc output in May amounted to 
162,259 tons, an 5,258 
tons over April. 


circles. 


increase of 


AUTOMOBILES—The retail val- 
ue of new passenger cars sold dur- 
ing the first five months exceeded 
that of the corresponding period last 
year by 13%. Present schedules in- 
dicate that, barring serious labor 
trouble, fully as many motor cars 
will be assembled in July as during 
the like month of 1936. The trade 
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looks for a total output of 5,000,000 
units this year, of which 2,900,000, 
or 58%, were produced during the 
first half. A straw pointing to the 
direction in which prices appear to 
be trending is seen in the recent an- 
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nouncement that Ford, Austin and 
Morris Motors in England have ad- 
vanced prices about 5%, owing to 
higher material costs. Profits of 
auto-parts makers for the second 
quarter are believed to have aver- 
aged less than for the first quarter; 
but somewhat better than during 
the second quarter a year ago. 


OIL—With motor fuel stocks di- 
minishing seasonally and a halt in 
the expansion of crude oil inventor- 
ies, prospects for continued satisfac- 
tory profits in the oil industry re- 
main favorable. The crude oil al- 
lowable production in Texas for July 
has been set at a slightly lower level 
than June quotas, but the reduction 
will be more than absorbed by al- 
lowables automatical- 








decrease in cotton goods, which had 
been previously over-ordered by 
merchants, to an increase of 124% 
in diamonds. Department store in- 
ventories at the end of May were 
still abnormally large—especially in 
radios and other electrical appli- 
ances, wines and liquors, furs, cos- 
metics, jewelry and furniture—so 
that reorders of late have been 
rather light. It is noteworthy that 
the heaviest inventory burden is in 
luxury goods, which, like construc- 
tion contracts and machine tool 
orders, are among the first to feel 
a decline in business confidence. 
With purchasing power throughout 
the nation still expanding, however, 
there is no reason to suppose that 
the present flattening out in mer- 
chandise movements at retail is any- 
thing more than temporary. Re- 
cently released figures from the 
Government’s retail census for 1935 
disclose that chain systems operated 
1/12th of all retail stores during that 
year, and had aggregate sales of 
$8,500,000,000. They had a payroll 
of $1,211,000,000 distributed among 
1,171,000 employees. Mail order 
chains had a turnover of $420,000,- 
000 (of which 92% was done by 33 
general merchandise houses), an in- 
crease of 72% over 1933. 


UTILITIES—Electric power out- 
put continues to run about 12% 
ahead of last year, the increases re- 
ported by individual systems ranging 
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ing to the many conflicts with State 
authorities in its sweeping provi- 
sions. 


TIRES—Recent increases of 15% 
in the price of original equipment 
tires will not effect motor car manu- 
facturers generally until August or 
September, when shipments will 
start for the 1938 model cars; since 
most large automobile makers are 
stocked up for current model re- 
quirements. 


Conclusion 


With less disturbing conditions on 
the labor front, and reassured by a 
stiffer attitude against lawlessness 
on the part of public officials, our 

per capita index of 
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x—New LOW this year. 


1935 Indexes 1937 Indexes 
a of 
High Low homie (1925 Close—100) High Low June 26 July 3 July 10 
_ 106.0 _ 78.4 330 COMBINED AVER. 122.0 93.6 93.6x 96.0 101.9 
904.6 113.4 5 Agricultural Implements... 243.0 204.6 224.0 227.5 
68.6 39.9 6 Amusementss............ 72.6 58.0 58.2 62.3 
143.5 116.8 16 Automobile Accessories... 146.0 104.9 104.9x 106.7 
24.9 17.7 13 Automobiles............ 30.1 20.8 20.8x 21.1 
156.8 104.3 8 Aviation (1927 Cl—100). 178.0 126.0 126.5 134.3 
23.8 12.6 3 Baking (1926 Cl.—100).. 28.5 17.0 17.0 17.1 
500.9 318.6 2 Bots. & Cks. ('32 Cl. —100) 536.0 456.0 474.0 487.2 
262.0 202.8 3 Business Machines........ 308.6 245.0 245.0x 247.1 
287.4 216.2 re 184.1x 197.8 
937.1 187.5 10 Chemicals....... .... 247.7 201.5 201.5x 206.8 
73.8 42.8 15 Construction............. 88.3 60.7 60.7x 62.9 
166.4 87.9 10 Copper & Brass........... 217.3 148.0 154.2 162.1 
47.8 39.3 2 Dairy Products........... 43.5 33.5 33.5x 34.1 
41.8 23.3 10 Department Stores. 42.7 32.7 32.7x 33.4 
100.1 72.8 8 Drugs & Toilet Articles.... 108.8 84.8 84.8x 85.6 
441.1 227.2 2 Finance Companies....... 388.4 323.5 333.6 328.2 
70.1 60.9 7 Food Brands............. 71.9 52.5 52.5x 53.8 
56.6 41.4 4 Food Stores............. 53.2 38.6 39.8 39.7 
32 65:7 3 Fintee............--.. 122.3 98.3 100.3 100.8 
1296.91116.0 4 Gold & Platinum Mining.. 1253.6 940.1 956.1 974.6 
51.0 36.6 5 Investment Trusts.......... 58.6 44.6 44.6x 46.4 
341.6 265.2 3 Liquor (1932 Cl—100)... 317.8 259.1 259.1x 262.3 
189.5 134.7. 9 Machinery.............. 209.8 163.5 165.6 167.3 
107.4 61.3 eS eee 104.2 85.2 89.3 93.9 
83.9 59.4 4 Meat Packing............ 109.6 79.6 82.7 88.2 
232.5 159.5 14 Metal Mining & Smelting... 334.1 232.5 239.3 247.9 
a a. Sor eee 26.5 19.0 19.5 20.0 
142.8 97.2 24 Petroleum & Natural Gas... 158.8 137.0 137.0x 143.1 
96.6 67.2 18 Public Utilities........... 114.9 72.5 72.8 75.6 
35.4 26.7 4 Radio (1927 Cl.—100).... 31.7 22.6 23.3 23.7 
100.4 52.5 9 Railroad Equipment....... 112.9 79.4 79.4x 80.1 
39.8 27.3 24 Railroads................ 48.6 33.8 33.8x 35.1 
27.1 13.4 re 28.5 14.9 14.9x 15.6 
87.6 62.7 4 Shipbuilding............. 87.6 62.9 63.2 64.7 
124.5 85.2 12 Steel &lron............. 165.6 124.5 131.0 134.6 
45.3 29.8 Seg 0k aks 60 0 #900 45.2 35.1 35.2 36.5 
175.6 142.5 ES os.w vies s02-S ss +> 171.2 144.5 150.1 155.8 
97.4 76.6 3 Telephone & Telegraph. . 85.3 62.0 62.0x 64.2 
OES GRD SB Tess... .. 65. .5 550 91.8 69.4 70.2 69.4x 
20.9 10.6 4 Tires & Rubber....... err 29.2 20.5 23.7 24.2 
fe ae) 99.4 80.9 80.9x 82.4 
ee J ee 71.9 33.5 34.4 33.5x 
369.2 232.5 4 Variety Stores........... 346.8 245.0 245.0x 250.4 

















DAILY INDEXES OF SECURITIES 





N.Y. N. Y. Times 
Times Dow-Jones-Avgs. —-50 Stocks———. 
40 Bonds 30Indus. 20 Rails High Low 

Monday, June 28...... 82.61 166.71 50.17 122.41 120.44 
Tuesday, June 29...... 82.52 167.11 50.55 121.95 120.68 
Wednesday, June 30... 83.04 169.32 51.35 124.09 121.37 
Thursday, July 1....... 83.32 170.13 51.48 124.62 123.35 
Friday, July 2......... 83.86 172.22 52.06 125.31 123.43 


Saturday, July 3....... 
Monday, July 5....... 


Tuesday, July 6........ 84.22 176.80 53.72 128.35 
Wednesday, July 7..... 84.40 177.74 54.26 129.95 
Thursday, July 8....... 84.51 177.70 54.71 129.79 
Friday, July9......... 84.49 177.40 54.30 130.03 
Saturday, July 10...... 84.50 176.72 54.00 129.43 


EXCHANGE CLOSED 
HOLIDAY EXCHANGE CLOSED 


125.73 
128.03 
128.40 
128.75 
128.27 





STOCK MARKET VOLUME 





Week Ended July 10 Week Ended July 3 Week Ended June 26 


4,993,220 3,484,115 2,925,830 

Total Transactions Same Date Same Date 
Year to July 10 1936 1935 

235,398,722 270,360,230 135,190,549 








100, 
Bureau. '23-25-100. *—100 omitted. {t—000,000 omitted. 
S—Week ended July 6. Ap.—April. My—May. Je—June. 





Note: Latest figures compiled as of July 12. (b)}—1,000 Gross tons. 
(d)—F. W. Dodge—37 states. (e)}—Estimated. ()—Dun & Bradstreet. 


*ron_. 


(c}HIron Age '25-27- 
.S, Labor 


(G)— 


Age 








|| MONEY RATES 


Time Money (90-day)...... 
Prime Commercial Paper... . . 
EEE TE ee 
Re-Discount Rate........... 


CREDIT 


Bank Clearings, N. Y.7...... 


Bank Clearings 
(outside N. Y.)T......... 
Brokers’ Loans, F. R.f....... 


Brokers’ Loans N. Y. S. E.7.. 
New Corporate Financing?.. . 


|| COMMODITY PRICES 


Finished Steel* ¢ per Ib...... 
Pig lron* $ perton......... 
Steel Scrap* $ perton...... 
Copper, $ per Ib............ 
Lead, Sper iN. 7... 6.600 
Zinc, $ per lb. N. ¥........ 
oe Ga, Aa oe 
Rubber, $ per Ib............ 


Crude Oil (Mid-Cont.), $ per 
| es eee 


Sugar, raw, $ per Ib......... 
Silk, raw, $ perlb.......... 
Wool, raw, $ per Ib......... 
Wheat, Price, Sept., $ per bu. 
Cotton Price, Oct., $ per Ib.. 
Corn Price, Sept., $ per bu... 


KEY INDUSTRIES 


Steel Ingot Prod. (b) (tons)... 
U. S. Steel Corp. Shipments 

CU REGIE, os ceickiccscsa 
Pig Iron Production (b) (tons). 
Operating Rate, % Capacity. 
Auto Production........... 
Bldg. Contract Awards (d)* . 
Residential Bldg. (d)*...... 
Engineering Contracts*..... 
Cotton Consumption (bales)*. 
Mach. Tool Orders, '26— 

WU Ko osoddncersnmens 


Oil Prod., daily aver. (bbls.)* 
Stocks of Gasoline* (bbls.). . 
Elec. Pwr. Output (kwh)T.... 
Capital Foods Activity (c)... 


TRANSPORTATION 


CaeOsGINGE®. 5. cccccccvcse 
Miscellaneous Freight*..... 
Merchandise, L.C.L.*...... 


TRADE 


Dept. Store Sales 23-25— 

VOUS oixsvnne aaarseatak 
Mail Order Sales*......... 
Merchandise Imports*...... 
Merchandise Exports*®...... 


Business Failures (F)......... 


EMPLOYMENT 
Factory (G). « ccccocccccce 
Durable Goods Industries (G). 
Consumers Goods (G).. 
Factory Payrolls (G)........ 


Latest 
Week 
114% 
1% 
1% 
112% 


$4,008 


2,034 
1,207 


July 1 
1,186 
309 


Latest 
Week 


2.605 
23.25 
17.42 

-14 


-0710 


-59875 


19144 


1.27 


-0350 


2.01 
1.01 
1.227 
-1240 
1.1434 


June 


4,183 


1,304My 1,344Ap 


3,107 


70.0§ 
540,387My553,415Ap480,571 
$244,113My$269,934 $216,071 


Year 
Ago 
14% 
%% 
1% 
12% 


$4,021 


2,058 
960 


Last 

Year 
988 
451 


Year 
Ago 
2.159 


18.84 
13.08 


2095 

-0460 
.05125 
-42375 

-16% 


1.17 
0375 

1.66 
89 

1.0414 
1262 
81% 


Year 


Ago 
3,975 


984 
2,586 
69.0 


83,937My108,013Ap 70,253 


235,012My216,955Ap141,257 
669My 


531 


208.5My 282.5Ap 118.9 


Latest 
eek 


3,526 
74,672 
2,338 
94.1 


Latest 
Week 


806 
325 
169 


May 


93 


Year 

Ago 
2,892 
66,900 
1,940 
84.9 


Year 

go 
650 
265 
142 


Year 
Ago 


87 


$86,157Je $89,075My$71,028 


285,038 
288,924 


670Je 


May 
102.2 
99.8 
104.7 
105.1 


191,697 
200,768 


773 


Year 


Ago 


89.8 
84.0 
96.0 
80.8 

































































The Personal Service Department of Toke MaGazine or Watt STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped. self-addressed 
4. 


envelope. 


If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Best & Co. 


Wil you advise me regarding Best & Co.? 
I understand its volume of business continues 
satisfactory, and the profit margins are fav- 
orable. I note though, that its stock sold up 
to 72 in 1936, and this figure has not since 
been penetrated. Would you continue to 
hold?—W. E. G., Brooklyn, N. Y. 


To those more particularly inter- 


ested in income, the stock of 
Best & Co., Inc., is entitled to con- 
sideration. Dividends were paid 


throughout the depression years, and 
even in 1933 net income amounted 
to more than one quarter of normal 
earnings. In the fiscal year ended 
January 31, 1937, the earnings were 
higher than those reported for any 
of the preceding ten years. This 
favorable record is due in part to the 
fact that the company has always 
maintained a strong financial posi- 
tion and has exhibited extraordinary 
merchandising skill. The company 
does not attempt to sell everything 
as some department stores do, but 
specializes in quality merchandise 
for women and children, with inci- 
dental men’s clothing lines and vari- 
ous novelty items. A number of 
specialty shops are operated in 
selected New York suburbs, and in- 
dividual shops are maintained in the 


Boston, Detroit. Cleveland and 
Philadelphia areas. In addition 
there are several resort shops. 
432 





Naturally, the Easter and Christmas 
seasons account for a_ substantial 
proportion of the sales, and earnings 
in the latter six months of the fiscal 
year are generally well in advance of 
the earlier periods. It is somewhat 
early to forecast probable sales in 
the important vear-end selling sea- 
son, but the progress to date appears 
to have been satisfactory and if cur- 
rent uncertainties become subdued. 
the later season may also provide 
satisfactory volume. Some concern 
is felt for profit margins because of 
the increased costs of merchandise. 
taxes and clerical wages. However. 
the president of the company re- 
ported that profit margins had held 
up well in comparison with the 
Spring months of last vear. Inas- 
much as the earnings equivalent of 
$4.21 per share, reported last year. 
was most satisfactory, we hesitate to 
forecast any substantial improve- 
ment for this year. At current mar- 
ket levels the stock is selling at 
approximately twelve times last 
year’s earnings and represents a cur- 
rent return of approximately 514% 


Inquiries. 


on the basis of the dividends dis- 
tributed last year. We should stress 
such considerations rather than the 
fact that the stock sold at 72 at the 


highest level in 1936. Because the 
company is an efficient merchandiser 
and has been able to make adjust- 
ments to current conditions and 
thereby to provide a favorable rec. 
ord, we regard the common stock at 
this time as among the better repre- 
sentatives of equities in its class. 


Atlas Powder Co. 


Undoubtedly the current low prices for 
Atlas Powder only reflects the general mar- 
ket reaction, yet I would be grateful for any 
assurance you can give me. I hold 100 shares 
at 92% —A. S., Toledo, Ohio. 


In appraising Atlas Powder Co, 
one should bear in mind the diversity 
of industries which it serves. Among 
the more important are coal mining, 
excavation in the construction in- 
dustry, synthetic textiles and _ the 
automotive industry. Due to some- 
what restricted production in such 
industries, the earnings of the con- 
pany in the first quarter amounted 
to $1.10 per common share against 
$1.01 per share a vear ago. Although 
the company remains fundamentally 
a producer of chemicals for the 
heavy industries, it has branched out 
into newer chemical fields. including 
plastics. higher alcohols. artificial 
leather. coated fabrics and pharma- 
ceutical products. The company 
does not manufacture military oF 
sporting ammunition. As to finar- 
cial position, the balance sheets of 
the company provide satisfactory 

(Please turn to page 445) 





When Quick Service Is Required, Send Us a Telegram 
Prepaid and Instruct Us to Answer Collect. 
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When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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Informed on What Stocks 


LL thirteen stocks carried in our three active depart- 

ments have participated fully in the current market 
upsurge. The buoyant groups .. . steels and oils . . 
well represented. 


. were 


Four commitments were included in our Trading Advices, 
five in our Bargain Indicator and four in our Unusual Op- 
portunities. 
each section is five. 


The maximum recommended at one time in 


Of course, our subscribers have the assurance of knowing 
that we shall advise them definitely . . . by wire or by mail 
as desired . . . when to sell and take new positions in 
ootential leaders as they develop. Through our compre- 
hensive telegraphic service, Forecast clients throughout the 
country can act on short-term recommendations 
within a few minutes after they are decided upon. 


these 


Selective Rise Ahead 


Between now and Labor Day and throughout the fall and 
winter months, the market should stage another major ad- 
vance in the present recovery cycle. Following the ter- 
mination of the intermediate reaction last year, leading 
security averages appreciated 25% by December 3lst. 
Such an advance by the end of this year is entirely possible 


How to Protit in 


New Marker ADVANCE 


Fast, Definite Telegraphic Service Will Keep You 


to Buy and When to Sell 


because the market will be stimulated again by dividend 
disbursements to avoid the undistributed-profits tax. 


One basic point to remember is that the success of the 
Administration's efforts to adjust the country's financial 
affairs depends largely on good business conditions. This 
is certain to mean higher prices for selected securities. 


Forecast Counsel Essential 


From now on the greatest profits will be made in those 
stocks that can maintain satisfactory earnings in the face of 
. issues not overly burdened by labor, legis- 
lative and tax uncertainties. We urge that you put our 
corps of market specialists to work for you... let them 
uncover profitable situations, analyze conditions, weigh the 
possibilities and—once a recommendation is made—study 
daily the action of this security until the time comes to close 
it out. 


rising costs . 


Several especially selected recommendations are now ready. 
To receive them promptly, attach your check to the coupon 
below and mail at once. Then wire us collect: “Subscrip- 
tion and remittance in mail. Wire 
. . Your profits between now and Labor Day 


advices." . 
should be many times our fee. 





FREE 


_ 90 BROAD STREET 
Service 


will start at once with subscription 


to 
Labor Day! 








ee 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast, 
I select, 1 will receive the complete service by mail. 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private 
Code after our Code Book has had time to reach you.) 


Active common stocks for near-term profit. 
Three to five stocks carried at a time. 
shares of all recommendations on over 60% margin. 
Low-priced common stocks for market appreciation. 
10 shares of all recommendations on over 60% margin. 
Dividend-paying common stocks for profit and income. 


shares of all recommendations on over 60% margin. 


eee re eee ek CAPITAL OR EQUITY AVAILABLE.......--++++e08 


O TRADING 

ADVICES 
e O UNUSUAL » 
OPPORTUNITIES 30 cha 
Your subscription O BARGAIN de 
; INDICAT: anes 

will start at once —_— 
PI 5a Sh Jas 1bSSy seo, Sau Ra 88 

but date from 

EY rs a's 6k DEED wR RO 
September 6 CE. Sit acm baw ewe Rae en wee eee 


Se Ne rae STATE 
Include a Complete List of Your Present Holdings for Our Analysis and Recommendations 


CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 
Service 
dating from Labor Dav. 1 understand that regardlese of the telegrams 
($125 will cover an entire year’s subscription.) 


Three or four wires a month. 
$1.500 capital sufficient to buy 10 


Twe or three wires a 


Three to five stocks carried at a time. 750 capital sufficient to buy 


One or two wires a 


Three to five stocks carried at a time. $1,500 sufficient to buy 10 


wibvate diate 6:5 egress Bharath esos, ol acace A eras July 17 











JULY 17, 1937 






433 








— ATTA. New York Stock Exchange 


WILL STOCKS SOON 
RISE SHARPLY ? | ; 1936 1937 Last Diiv'g 


Man st. male i Tir Set 
y_investors are now utterly discour- i Low 17/7/37 Share 

aged. They feel that the Stock Market is Atchi 0 5 69%, 81Y, {24 
going from bad to worse—that all stocks | ‘Atle gh F : 44% 52 , 0 
should be gold in anticipation of much tlantic Coast Line ‘ ™ 
lower prices. B 

Others are confident that many issues | Baltimore & Ohio................ Vo 205, 30 
are now at bargain prices—that there will Bangor & Aroostook 9 38% 40% 
soon be tan me se rally which = result 
in new high prices—and bring larg vrofits 
to those who hold the right Ronig ces by 

Who is right? To know the correct | eee Gt. Western Pfd.. 
answer is to possess information worth C. M. & St. Paul & Pacific............. 
thou-ands of dollars. Simply send us your C. M. & St. Paul & Pacific Pid... . 
name and address and we will give you Chicago & North Western... ... 
our answer to this question in a straight- | Chicago, Rock Is. & Pacific... .. 
forward manner. We shall also send you | 


an ptt I booklet. ‘‘MAKING MONEY | 
IN STOCKS.’’ There is no charge—no ob- Delaware & Hudson. . 


ligation. eon address: Delaware, Lack. & “ae 


INVESTORS RESEARCH BUREAU, INC. 
Div. 640, Chimes Bldg., Syracuse, N. Y. Great eetuaneda” 





Illinois Central 


YF ull Lots = Odd Lots | Kansas City Didi feta ets 


L 
Lehigh Valley geek 22 8% 3% 
Louisville & Nashville : 571% 99 


LAPHAM, Davis | : 
3, 
& BIANCHI [aah 2 ah te 
Members New York Stock Exchange Missouri Pacific. . ‘ ss ee Pra & 3 1 4 2% 6%, 


N 
29 Broadway - New York New York Central 29 12% 495 27% 55% 
Uptown Office Boston Office | iY. N. H. & Hartfor 25 6/3 y "9% 


522 Fifth Ave. 49 Federal St. 218 158 3101 210 272 
passion : 13% G "Sy "36% 











aN P 
Stocks ¢ Bonds e Commodities i 17%, 45 28%, 50% 


Commision orders executed for 29% 30% 35% # £47 
cash or conservative margin mi 
3 1 
an 23) 


261% 12% 














1493, 1081, 


BENEFICIAL INDUSTRIAL | Western vaiiine.- Pree eaeenee 5% 12% 8 
LOAN CORPORATION Western Pacific 3% 1% 4 1% 


Dividend Notice Industrials and Miscellaneous 


IVIDENDS have been 
declared by the board of 1935 1936 1937 


directors, as follows: ‘“ Hish ea z os 


Preferred Stock Series A, 87%4c Adams-Millis.................. 37% 28 177% 
on sete oh 
Common Stock 37?4c per share Allied Chemical & Dye 


Both dividends are payable Portl site t 

uly 30, 1937 to stock — 

olders of record at close of — ake. ae (Del.)......... 
business July 15, 1937. pecoeny og bey el 


American Can 
E. A. Batey, Amer. Car & Fdy. 
merican & Foreign Power............ 
Treasurer. Amer. Power & Light............. 3 
Amer, Ramer e ©. S................ 
Amer. Rolling Mill. . PER eee cick 
Amer. Smelting & Refining. poths 
—. —_ —: iy a ede. 
. : ‘ mer. Sugar Refining........ . 
Allied Chemical & Dye Corporation Amer. Tel. & T 
Amer. Tob. B 
61 Broadway, New York ym + Works & Elec. . 
June 29, 1937 mer. Woolen 

Allied Chemical & Dye Corporation pon my me ne pee ee 
has declared quarterly dividend No. 06 Atlantic Refining.................... 
of One Dollar and Fifty Cents ($1.50) OS SN a aa i a an 
per share on the Common Stock of the Aviation Corp. Del ; 4a 
Company, payable August 2, 1937, to | 
common stockholders of record at the | B 
close of business July 9, 1937 Etiete Lose. Works. Bare ‘ / a3” 

ey ha gaat Semate lah eR 141/, 
Beatrice Creamery. . dei ..... 20% 4 28 18 





























When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 

















































































































































































































J 
Price Range of Active § 
etive Stocks 
Industrials and Mi 
| e 
scellaneous (Continued) What 7 Z Stocks 
h 1935 
2.00 B = 1937 Last Div’ forN Ad 
- bapa Pa... d 
11.00 bendix Aviation... Hish Low Hish Low Hish Low Sale $ Per or Next vance? 
iihlchem =e Alene oe = Ve i? 32%, 215% 301% 181, poikng Share 
ae Boeing Airplane.......... eed wer 8 7173/4 3 8 J t.50 . a 
| | peeemeanaa iy Uh Th th GR ny BR WOULD you like to receive a 
, ia , . 
ee ee ay — = | 21% 234, ia 12 — report showing the 
a Re ein noice he s.5. 8 y 491/ e 45Y 7 stock ; : 
*2.80 Feklyn-Manhattan Teitl........5.c. 55% 24/4 Safe 4 — & 18% 1:00 hori 7 eS 
Ber ge ealne sea aaa 46% 36% Saiz 4 59% 39% 43 {1.50 authorities to lead the next 
a tain is bt, 4% 21%, 8% 25%, 18% 621% = 48.50 advance? 
Byers & Co. (A. M.)........ 54 3% 15% 91 14%, 14% 181 | 
i eae 20% 11% 2914 16% Lo on ant mise | This week's UNITED OPINION 
Calumet & Hecla......... . eres Bulletin ¥ a ae : 
(mda Dry Ginger Ale... A a) >) ae 201 ing the ae suck: @ tepart Se 
le pearinaiente .. 1% 8% 30% 10% y £ 14% .75 the issues selected by Stock 
og Agga EE any aaa se 34 186 921 sen a a” bis Market experts as having outstand 
elanese Corp... ....... pivsaetc 9 7 i In s s é z 
CaudePatco Copper............... 35%; 191 324, 54% 100 85 9354 < = ni A pier pects. These recommenda- 
Genorke —--: hs oer 65% wh 74 In 21% 41% 26% a ae _ will =a you to revise your 
5 [RSS SS lias ‘4 6 ‘8 693 is Ss ° f 
Gerale Cos oo mertnene ses 93% 31, = 2 oe & = = | opacities Ce St ee 
: ec cietiase $5 0 - . 
ox —---- eee 72k bad 4 170% 122% br ae | Thies wastoaloe 
ee ae oe — = [a a “400 | reports i ive feature of UNITED 
Comm, Inv. Trust.......... . 4/3 84) 44 ie = 12%, 40 | reports is available through no other 
Comer Solvents. 72, 56/4 91% 55 +44 pt 621, *4.00— source. You may have a copy, with 
0 Ith “ . 1 * | . . , - 
fawclOn. oe Sahih 344, 1 , 7h ey, ah 2 , ta oC seth uiittn 
a ie ae raeeee es f 5 4 21 
{2.50 Container Corp........... ‘eicees GR 8 17%, Hr 49% 31% 353, *2.00 | Send for Bulletin W.S.66 FREE! 
(ail Eiking A............, ae 22 261%, ph 477 169; 16% *80 | : 
| ES cr ere _ 4% 353% 10 h 7% Fog 29% 1.20 | U 
Gaemon......... 994 62% 87%, 63 374 = 18% 25 7 NITED BUSINESS SERV 
hae RINE So Glesccccscus aoe is’ 44%, 3% rity 39% 56% 3.00 210 Newbury St — 
Ge C9. anspor PEND wip 7 wh fs A Wh sah 63 300 | Sed WY 
PN coe ee 48%, 23% 911 43% s6% 40 45% : | —aenaeeeel 
oa eae SS 
ee: Culler-Hammer....... cua g Ia io 21% 10% 93%, 1 4 Ye x, ae | a 
2 te : 833 Is, +.50 | —— 
10.00 ‘4 43% 907 | 
sae PL eee - —— Ye 13% 6%, 11.00 STOC KS—BON DS 
Corp. Seagrams....... lash be 4 108% 52 { 
Mines...... vesee 384 13 137% 104%, 1341 | 
t.50 Douglas Aircraft. SHORE oasaigs ah 2445 aa oe 4 20% 22%, \ | - 0 @) M M re] D i T | E Ss 
rontde Nemours................. 8 7 821 40% *2.00 older ‘‘M’’ ini F : 
_ Bere 146% 865% 84% 433 8 Pi. ah 60%, _— ments, commission hareee snd noaee 
Extman Kodak... 1721 a Se units furnished on request. ” 
EE edad ete 4, 1101 
eee we TRE ty "Sy EB hy Be ae Cath Full or Odd Lots 
SeSicdduabias sae 1% 257%, 6h ; ls 39. t1.40 ors 
6 ss oe 
fibnls, More, : of aa ~~, . ° 14% 19% sree Inquiries Invited 
habit... 7 719, 
6.00 fF fit National Stores... ee sei, oaate 71% 49% $6 “1.00 
TS i ae ns e 8444 58 40 52 31 33 2.00 & s 
Freeport Sulphur................-.... 30 45 241 34th 39" 42 2.50 ° 
| ee Meras New York Sct Beshne 
ls . ve CO ea 
General Amer. Transpt. . . 1.00 New York rn, Pn 
| lags Myr eer 481 325, 16 a New York Produce Excha 
os ill ana 13 4 FEA 20 p+ Ia 861 6214 67 t1.50 N. Y. Coffee & Sugar E reo 
| ee a ey Bark Pe 
| ELS Ee epee ies 44 3 6 55% f.80 ‘ommodity Exchange, I 
General Mot ees, ee 397 33% 441 36 4 nge, Inc. 
attevied. ae (a, a = — ork Cocoa Exchange 
Div'd Gen, Realty & Utility................ 41%, 15% 57 7 70} 48% 53% 11.2 wling Green 9-2380 
$P ide. ae . -m & be 41%, 483 Oo 60 Beaver St. New York 
Share Siege aoe ae = 2 > i. a os Ress — 
| Reape 3% 551 1 A 59 2.00 | — 
ay Goodyear Tire & Rubber. .......... bp, ay asi 139, our am = *t.00 Odd L 
: hn 31% 21% 4 4 1.50 ois— 
= | Hecker Products. 22 3 ; ee ee eee cian Samsoanstie dis: 
; eal 14% 21% 125 We will co-operate with 
t.20 NL la a ea 7 11 (3) 25/4 15% 111 4 - conservative in- 
t1.00 § tor Car..........- 6.2. eee 1% 8% 225% oe oe ah 13% = | sted ee 
‘= hd Riven ! 23% 1314, 16% ©... iz ed on the New York Stock Exchange. 
: Beas hse es oknncness 3634 231 | copy of our booklet which 1 
Sa htetboroush Rapid MEA Sai 8% av 2a, i poe 33 39% 2.00 many advantages of Odd Lot cae ual 
11.95 ue Busines lll tal ee “a hs a 10 +4 , = 25%, SG be sent to any one interested. 
\ Inter, Nick eacapeabinnge CR TOC 65% 34%, 7 160 189 1461, Sp gees | 
| | on Saari wa aan “een aah “aK 991, 10912 2-30 pei anna 
ae oe aires oe a ae Be 11.00 . 
7 pa CF SY John Muir& 
aaa aa ate 1 | 
3.00 99% 38% 152 88 155 120 Establi Q 
11.00 128% °3.00 ” stablished 1898 
9:00 60% *1.2 | 39 ne ee 
9.00 y 25 | ‘way New York 
80 ; | 
12:00 bbey-Owens-Ford.. 67%, 123 193 
tas yasett a Myers ae ome — oa. a” 
1.35 [ew Ine. -- cccsssse, WD 93%, 116% 97% 114 58% 61% 1. 
iS Db eece oo ue a ‘hh Bo lity Be BA aes 
Oe Mi ea : 8 61 "2. 
We 35% 3=— 75%, 5014 37 ig as 
iss Masonite ee vite 44 48% 2:00 "A LITTLE 
4, oa eee ae Ee wk | ' 
1.00 wantvee Frocepiee.. 2 NE Rae pas = pee a 271 1% ps 56 *1.00 DOES Be LOT 
ea ‘B ' 
eesport Tin Plate... . i 90% 119% fe i 42% 3254 35% by | — free cook book and mixing guid 
he 31% 37% 2.00 | dress Angostura, Norwalk, Conn. 





435 





JULY. 17, 1937 

































































































































New York Stock Exchange 
5 a 
Pri ive Stocks| — 
iia rice Range of Active Stocks 
(( 
i YOUR INVESTMENT INSURED ‘ “ ° 
UP TO$5000 BY AGENCY Industrials and Miscellaneous (Continued) quar 
-S. GOV ut 1 
0 F U Ss e R N M E NT 1935 1936 1937 inet Div'd oa 
Invest any amount in lump-sum, or monthly pay- areas ‘ao . eat gh Per 
ments — 4% per annum dividends being paid. M High Leow Hish Lew Hish pad 7/1/37 Shate Walv 
Principal never fluctuates. Write today for ‘finan- McKesson & ents. . Bes ii ayoe a ne a) 5% 14%, 8%, 16%, 12% 14% 5 
cial statement and details — no obligation. Mesta Machine. . Perea supe heey 42% 24% 65 40% 72% 58 62 t2.75 profit 
Minn. Honeywell................... as. | SER 65 120 96 102% 2.00 a 
LE ADER FEDERAL Minn. Moline Power................. 75; 3% 412% 6% 1% 11 1 a 1937 
Monsanto Chemical.................. a4 55 103 79 101 85 94 11.00 
SAUINGS € LOAN ASSOCIATION Mont. Ward OGo...... 2.2.2.0... 66 40% 21%, 68 35% 69 48 60%, *2.09 000. 
of Wamp ie ela 21% 4% 2% 14 20% 10% 12% 15 die 
MEMPHIS *® ® TENNESSEE N 
Co ae re Bie ee eee Pri 
PN oS io.s 4 dw eden « 3634 221%, 3834 28%, 24% 16' 18% 1.00 dan 
National Cash Register. eee | ae ? 32% 21% 38 i 297% Ye 1.00 italiz 
heap a OER OB OB, RY Be OB RD one 
onal Distillers. . Capea Gokmansas: Se 5 *2.00 s1stec 
POINTS ON TRADING Mne,......... 222202227 een alu: eS 2 
and other valuable information for investors National Power & Light. . ‘| 44%, 4) 14% 9% 143, 85% 30 60 comn 
and traders in our helpful booklet. Oopy National Steel See 78 57%, 94% 70 87 = *2.50 
free on request. Ack for Bookler MC6 N. Y. Air Brake 18} 83 32% 98% 73%_5«Oo77—Sts—=«sH8=00 was J 
Accounts carried on conservative margin, semper Industries 4 ae ne + 4 4 — 11.95 and 
ort! merican 28 9 35 3 34 26% 1.60 
( HISHOLM & ( HAPMAN North Amer. Aviation 2 14%, af 17% 9% 12% whicl 
Established 1907 ° : 
Oy CE ee ee gta 14%, 9% 18 12% 22% 17% 20% t.50 Janu 
Members New York Stock Exchange ‘ 3 
S0 Srentway tage Te Otis Steel........ Rew aekeabeapenies 17% 4%, 20%, 121% 24% 141% 181% ey bond 

i Pacific Gas & Electric................. 315% 131% 41 303, 38 28%, 29% 2.00 gage 

' Packard Motor Car................... 7% 3% 13% 6% 1234 7 Ye 9% 115 stig 
Paramount Pictures................... 12 8 25 7%, 283, 16%, 214%, ge: princ 

H Ww T DME os eon cce esa es 843, 574%, 112% 69 103%, 85 93% 4.00 
OW TO TRADE en. Wie 123% 56% 25% 59% 40 46%6 i195 cut 
a 40 1334 5254 3814 5914 4914 5932 *2.00 | 
G R A i fe Procter & Gamble............ ... 5% 4% 56 40%, 65% 55% 595% *2.00 made 
— Service of N. J....... - at tf rot 14 33% +) beso 2, y 4 the 
ica Rite seta aMaleencn ve Ns sicinis nlc ein vas es nsce ose Se 29% ‘g ) 72%, [4 8 50 ; 
quest. Our service tells what markets Pure Oill......... R oe ppeesees ae 5% 24%, 16 24% 16% 20% ; while 
should do, not what they have done. Radio Corp. of America ete ee .. 14% 9%, 1% 7% 4 4 oa chan 
’ ‘adio-Keith- bceivsss>snesess 6 1 10 5 6 8 as ‘ 
POWARD’S GRAIN SERVICE, Dept. Mw Remington Rend.............. 7 1% 296 2. 2516 455 for-s! 
327 S. La Salle St., Chicago, Illinois Republic Slesl................. ; 9 29% 16% 47%, 227% 38% .. any 
Reynolds (R. J.) Tob. Cl. B.... 43%, 60% 50 58 49 50 3.00 pall 
s 1,308 
NIN oi6 os 5 oso Swnw'v cede poss 31% 49%, 27 46 31 34 *2.00 
Schenley Distillers................... 22 55% 373%, «513% «= 38%— 42 {1.50 outst 
ERS ae 31 101% 59%, 95% 81 91, 3.00 87.14 
Shattuck (F. G.).... : oe 1% 1934 1114 172 12 13% 60 dl, 

‘ Shell Union Oil. . 161 51% 28, 14%, 34%, 2552 281, 1.50 rel 
Socony-Vacuum Corp................ 15%, 105% 1714 1214 20%, 16%, 205% 2.25 pa 
es. ops csi a esas benwe 84 43%, 114% 63 283, 191, 225, 1.00 first 
eee 191g 1214 18% 143 1614 11% 123, *,80 
Standard Ges & Elec... 22222: — % & tH mh 6 8 iat 
Standard Oil of Calif................. 411% 27%, 471% 35 50 39%, 43 *1.00 
Standard Oil of Ind.................. 33% 23 48% 323%, 50 oat 44 *1.00 At 
Standard Oil of N.J................. 52%, 35% 10% 51% #«76 63% 68% *1.00 
Stewart-Warer...................... 18% 6%, 24% 16% 21 17 181%, *.50 total 
Stone & Webster.................... 151% Hi Ht fa 145 335% 17 21% 7.25 
SUMMER E EE fh cscs soca. 10% 2% 15) 91% 20 12 14 et 000,( 

7 

SN TT 30% 16h 5514 88h Sh SOY 61H te form 
Texas Gulf Sulphur................... 3654 283 44%, 33 4g 33% 35 *2.00 greg: 
Your telephone helps you Texas Pacific Coal & Oil... 914 314 15% 8 Ty 165% 11%q—s14H__— 10 / 
; ’ ; Tide Water Assoc. Oil... ss... 15% |7% 21% 4% 21% 15 18% — 80 000 | 

togetaction quickly, easily, Timken Detroit Axle................. 13% | ? 2% 12%, 28Y $4173%4 22% °1.00 : 
Timken Roller Bearing................ 724 28% 744 56 719 55 623 3.00 spite 
at low cost. Twentieth Century-Fox................ 24% 13 38% 22% 40% 30% 35% 11.00 wes 

4 . 
Underwood-Elliott-Fisher.............. 87¥ 53% 1023; 745g  1001/ 73 85 11.75 t 

Bell Tele le) avelat=y Union Carbide & Carbon.............. 15%, 44 1054 71% 111. 95 101% 3.20 tion 
ae Se o—_ 5 eee ae “% 38% 2000 oat i a = pan} 
nite SEK is 0s e)s 6 ws Su O53 32 0 35 23 ‘e . i 

S ystem MEER eas coh ch avca sexe 3. 46 96%, 68 91 693%, 88% 4.00 It. 

MN Ts yc aebn scale say soso 7%, 1% 9%, 5% 81 4 5 }.20 : 
United Ga Ripe eA este etocae nics 3 92% 60% 7. Sih 863, 75% s0¥% “3.00 cost: 

nite as _ eae ee Mecae  ob Sok ois oa 9 14 17 (7 p 

LOEW’S INCORPORATED U.S Gypsum. 22020) a7 40% 125% 80 137, 103% 107 “2.00 fina 
e .* industria | errr. 5 5 31 43 28 “ns es 
a ee dae atin anaetanenel U.S. Pine . ERE ae 225 14% 63% 21% 72%, 441 54% 3.00 ness 
ae U.S: Smoking, Ref,’& Mi ma ana a eh US”lhCUe CUM In 2 

: HE Board of Direct July 7th, 1937 me! ina e' ining 4% lg 1033/4 724%, 105 78 t 

| gi sore pa eeseacig Speideod J $1.62% U. — . vevseeseeeees SOV 27% 9% 46% 126% 75 107 | wee mon 

/ per share on the outstanding $6.50 Cumula- U.S. Steel Pid. ween eens 119% 873% 154% 115% 150 126% 132% 7.00 ; 

' tive Preferred Stock of this Company, pay- Utilities Pw. & Lt., ‘ ae . 4% 1 7 31% 4% 1% 234 Re reha 

able onthe 14th day of August, 1937 tostock- | ii 
holders of record at the close of business on fe ee 21%, 11% 3054 1614 393% 241/, 291, ove as 
the 20th day of July, 1937. Checks will be | w pare 
mailed. | Walworth Co.. 2. 19% 5% 183 11%, 15 ie ; 

Vice Provident ll | Warner Brothers Pictures. ee 2% 18%, 9% 18 sf 11% 13%. with 

: | Western Union Tel....... aos 2052 961/g 72 8312 4114 497% 3.00 x 
Sm mek 2 Westinghouse Air Brake... .. Soe 18 50%, 343%, 5735/4 40, 44 1.00 are | 
| Westinghouse Elec. & Mfg... 325% 153% 944% 167% 130%, 149 $2.00 whi 
LL Wilson CO. 3% =O 6%, 1214 8% 935 .50 ( 
2 J ree 51 71 4447, 653g 435%, 47, 2.4° com 

It Pays to Advertise in Worthington Pump & Mach. . 113% 36% = 23%, = 47 30% 37 

} Y Tun, 

} : Yellow Tr. & Coach, B................ 9% 25 231% 83/, 375% 201/ 25%  ~-... ; 

THE Macazine oF WALL STREET Youngstown Sh. & Tube.............. 41 13-87% 4110174381 «3:1.50 post 
Z 

. It Blankets the Surplus Money Market re 143, 1% 42% 11% 40% 30 3534 11.00 “a 

i witr 

| [eT * Annual Rate— not including extras. {Paid last year. { Paid this year. 

436 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET JUL 











+30 
=3 


: resin. 
SS33zeE: 


* 
> ghee esttete was ow. a, 
“S883: S8essssse 2 &:: 


ss 


tr 
ssss 


fees 
333s 


yo 


Eo bt le 
SS33u 


eo we tt 


88:8 8BeE 


' $3sse:: 


50 





cks 














Walworth Co. 








_———— 


(Continued from page 425) 


quarter, April was a good month, 
but it is understood that there has 
been some falling off since. Even so, 
Walworth ought to report a net 
profit for the first six months of 
1937 in the neighborhood of $1,000,- 
00, or around 75 cents a share on 
the common. 

Prior to reorganization, the cap- 
italization of the Walworth Co. con- 
sisted of less than 360,000 shares of 
common stock, ahead of which there 
was preferred stock, mortgage bonds 
and debentures. Under the plan 
which was declared operative on 
January 2, 1936, the old mortgage 
bonds were exchanged for new mort- 
gage bonds and common stock; the 
principal amount of debentures was 
cut in half, the difference being 
made up by common; the holders of 
the preferred received common; 
while holders of the common ex- 
changed their commitment share- 
for-sshare in the reorganized com- 
pany. As a result there are now 
1,303,440 shares of common stock 
outstanding, ahead of which there is 
$7,141,000 in first mortgage 4s of the 
parent company, a small subsidiary 
first mortgage, and $836,500 in de- 
benture 6s of the parent company. 

At the year-end, current assets 
totalled something in excess of $6,- 
000,000 of which $620,000 was in the 
form of cash. Current liabilities ag- 
gregated $1,260,000, including $200,- 
000 in notes payable to banks. De- 
spite the improvement in Walworth’s 
business, the working capital posi- 
tion is not yet as healthy as the com- 
pany undoubtedly would like to see 
it. This is partly because higher 
costs of material and labor and the 
financial needs of an expanding busi- 
hess require larger working capital. 
In addition, a considerable sum of 
money has been diverted to plant 
rehabilitation. Last year $719,000 

was expended for this purpose, com- 
pared with $213,000 in 1935 and 
with only $145,000 in 1934. There 
are economies in modern machinery 
which will react to the benefit of 
common stockholders in the long- 
tun, although the costs thereof may 
postpone dividends for a time. 
Because of its intimate connection 
with all construction, the common 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, June 30, 1937 


U. S. GovernMENT OBLIGATIONS, DIRECT AND 
FULLY GUARANTEED . : 


SraTE AND Municipat SEcuRITIES 
BankinG Houses 


Cusromers’ Accerrance LIABILITY . 


UnpivipeD Prorirs . . 


RESERVE FOR CONTINGENCIES , 
RESERVE FOR TAXES, INTEREST, ETC. . 4. 


ACCEPTANCES OUTSTANDING. 


ForeicGn BILts 


$197,410,591.49 are pledged to secure public and trust deposits 
and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 


RESOURCES 


FROM BANKS . $ 685,719,656.00 


618,839,776.85 
59,046,899.84 











ND SECURITIES . oes 160,690, 742.31 
TS AND BANKERS’ ACCEPTANCES 809,978,015.46 
38,006,949.27 


TATE . oe « 4,901,381.97 
$e. 11,965,269.58 
25,080,275.32 

12,325 ,458.04 
$2,426,554,424.64 


LIABILITIES 


kK . . . . $100,270,000.00 
100,270,000.00 | 
27,949 972,58 | 
: ~~ $ 228,489,972.58 
17,747,941.65 

1,810,642.17 
2,136,387,408.97 





28 401,309.96 
DORSER ON ACCEPTANCES AND 

8,262,300.92 
ES. 5,454,848.39 





$2,426,554,424.64 


Government and other securities carried at 























KINGS COUNTY TRUST COMPANY——— 


Borough of BROOKLYN 
Statement at the close of business June 30, 1937 
SURPLUS. .$6,000,000.00 UNDIVIDED PROFITS. .$247,000.00 


CAPITAL, .$500,000.00 


RESOURCES 

CORN: ON FIANG . . 6 gisie 6 cess 
Cash in Banks 
U. S. Government Bonds.... 
N. Y. State and City Bonds.. 
Other Bonds 
Stocks 
Bonds and Mortgages....... 
Loans on Collateral, Demand 
IN IRIN a ag oF6' 0. <a):5..01.16. ei aii ons 
Bills Purchased 
Real Estate 








Other Assets 


The Kings County Trust Company offers to its depositors every facility and accommoda- 
tion known to modern banking. 
offered by this Institution, we shall be glad to have you open an account. 


County Trust Company is 





342, 344 and 346 FULTON STREET 





LIABILITIES 

90-183. 36-0e ise sg. ooo. coca wa to 6% $500,000.00 
10'260/810.61 Surplus pias retarsie als ale S Beare’ 6.000,000.00 
2.880,336.42 Undivided) Profite: «2... 6... 247,469.52 
Ore on Due Depositors 2.666 sess 35,540,064.11 
dee oD. Checks Certified ........... 6,955.32 

1,797,096.28 Rebate on Loans and Bills Pur- 
3.290.095.28 Pre Ee rere 6,501.05 

1.081.697.70 | Reserves for Taxes, Expenses 
1,268.258.98 and Contingencies ........ 715,374.77 
411,034.02 Official Checks Outstanding. . 57,231.53 
$43,073.596.30 $43,073,596.30 


If you are not already availing yourself of the advantages 
The Kings 
a Member of the Federal Deposit Insurance Corporation. 
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stock of the Walworth Co. is an in- 
teresting speculation at the present 
time. At today’s price of $13 a 
share, the stock, unlike the majority 
of those dependent upon building, is 
not discounting at all higher future 
earnings. Industrial expansion and 
modernization is now active, the rail- 
roads and public utilities are adding 
to their facilities, while the gains in 
residential construction are among 
the brightest spots in the general 
cutlook. Unless there should be a 
sharp unexpected reversal in the 
present trend, it would seem that the 
business of Walworth Co. could not 
fail to register further improvement. 





There Will Be a Building 
Boom 





(Continued from page 415) 


require new streets, sidewalks, gas 
and light mains, power plants and 
sanitary services. A thousand in- 
dustries are thereby stimulated. 

By end of this year we will have 
a backlog need for at least 1,600,- 
000 homes. If we are to be as well 
housed per capita at end of 1942 as 
in 1929 we must build these homes 
plus 500,000 annually for current 
requirements. In total we must 
build at least 820,000 homes per 
year in the next 5 years to regain 
the pre-depression standard of liv- 
ing. If we could build at $4,500 per 
home unit, we must spend around 
3.7 billion dollars per year. An- 
other $500,000,000 at least would be 
required to equip and furnish these 
new homes. When will we build 
at the rate of 820,000 homes per 
year? 

We can estimate with at least 
rough accuracy the current and ac- 
cumulated demand. We can pre- 
dict the long term direction of con- 
struction which is upward. But no 
one can predict the short swings or 
the rate at which the depression 
backlog of homes is to be made 
good. That rate obviously depends 
on the price at which the construc- 
tion industry offers homes, on the 
prospect’s income and on the price 
at which other products and services 
that compete for the consumer’s dol- 
lar are offered. 

As to rising costs, it does not 
follow that because lumber has risen 
25 per cent the cost of the finished 
home will rise that percentage. The 


438 


Federal Home Loan Bank Board 
figures indicate that identically the 
same house would cost $1,300 more 
in some cities in 1937 than in 1935. 
But the point is that identically the 
same home is not being built. There 
has been a decided swing towards 
the speculatively built “develop- 
ment” house since 1935. Inciden- 
tally this does not necessarily mean 
a decline in home ownership as many 
of these houses are bought by the 
occupant even before they are fin- 
ished. This development house is 
from 25 to 30 per cent smaller in 
area than the house built to the 
owner’s order. This reduction in 
area has to a considerable extent 
neutralized the rise in costs as com- 
pared to 1926 or 1929 with which 
we generally compare present costs. 
It has even neutralized the recent 
steep cost rises. The average cost 
per square foot of “development” 
houses was 12.3 per cent greater in 
first 5 months of 1937 than in same 
period of 1936. But the average area 
was 10.3 per cent less resulting in a 
rise of less than 1 per cent in the 
average cost of these types of homes. 
At the same time it would be un- 
wise to predict that this reduction 
can or should be carried much fur- 
ther. It has its origin in the very 
small size of the typical family as 
compared with a few decades ago. 
It is important to remember that 
because of larger families a million 
new people at the beginning of the 
century required no more than 200,- 
000 homes. In this decade a million 
people require at least 250,000 new 
homes because they constitute that 
many families. This is one factor 
that importantly offsets the declin- 
ing growth of population as far as 
the residential building industry is 
concerned. 

As to the factors which affect the 
incomes of people, business in gen- 
eral has only begun to hit the “nor- 
mal” line. Incomes will continue to 
rise and the rise is gradually per- 
meating more and more strata of 
population. Great numbers of peo- 
ple have not had sufficient time to 
save for the cost of land and the 
20 per cent down cost, lower than 
ever before, required under F H A 
proceedings. A home is in general 
the largest purchase that the or- 
dinary man makes in a life time. 
Time is required not only for the 
accumulation of savings but a num- 
ber of years at regular employment 
are necessary to create the required 


sense of security that will make the 
average man take on a commitment 
of debt running into thousands of 
dollars. Psychological preparation jg 
required. Our recovery is_ stil} 
young. These time factors have not 
yet had a chance to operate. 

It is these rather lengthy time 
factors that help to account for the 
disproportionate length of the build. 
ing cycle. You cannot build 
up a country or a city or its suburbs 
in the relatively short space of the 
average business cycle. Expendi- 
tures for construction are vast, 
wherefore its stimulating influence 
on other lines of business is vast, 
But because of the great sums of 
money required, neither the _pros- 
pect, nor the financing institutions 
nor the nation at large can accumu- 
late savings in a period of time that 
would be sufficient for relatively 
smaller industries. These time fac- 
tors are important elements that 
explain the length of the building 
cycle. The durability of structures 
and the time required to deteriorate 
or change neighborhoods (an ex- 
ceedingly important factor in past 
building booms) are long term fac- 
tors. New inventions such as the 
horse car, cable car, street car, rapid 
transit and the automobile are pri- 
mary causes of building activity but 
they do not necessarily come in 
every short business cycle. They 
all play their part in producing the 
building cycle in which factors that 
require time to operate are the most 
important. 

The length of the building cycle 
in the past has averaged, roughly, 
16 or 17 years. We have adequate 
statistical data on too few cycles to 
say how valuable this average figure 
is. In any case, a building boom is 
invariably the product of a previous 
building deficit and it is the rate 
at which the deficit is made good 
that determines the length and in- 
tensity of the new cycle unless such 
new developments as the street car 
or automobile suddenly enter the 
picture. A recession in building 
merely postpones the making good 
of the deficit, it lengthens the cycle. 
It is a case of—if the homes are 
not built this year because costs are 
out of line, they will be built later 
when costs and incomes are in bet- 
ter alignment. We should keep 
mind that 1934 was a bottom year 
as much as 1933. In neither year did 
we build over 60,000 homes. We are 
only in the 3rd year of definite resl- 
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‘al building recovery. The ac- 
apvine chart shows clearly that 
building recovery has barely begun. 

We have pointed out that the de- 
mand for a new home is highly 
stponable and that innumerable 
industries produce goods and ser- 
vices that aggressively compete for 
the home prospect’s dollar. The 
price at which these competing 
products are offered naturally af- 
fects the rate at which new homes 
will be built. Cost of the latter have 
risen but the price of the others 
have not stood still. In periods of 
rising business, all prices rise in 
general, a mere reflection of the rise 
of incomes. In some of these com- 
peting industries there is a new 
element in cost of production that 
the building industry has faced for 
years—union labor. The automo- 
hile industry can no longer be so 
sure that it can absorb rising labor 
costs in the process of mass produc- 


tion. A transfer of costs to the con- 


sumer seems far more likely if not 
inevitable. To the building industry, 
union labor is of course an old story 
and its spread to industries formerly 
wholly free from unionism tends to 
close the cost and price gap that 
formerly existed between the con- 
struction and other industries. 

Let us also remember that money 
spent for competing wants is quite 
ept to come back as demand for 
new homes. The purchasing power 
created by the former flows ulti- 
mately into the latter. A ten dollar 
raise in wages is sometimes just the 
determining factor in making a de- 
cision to buy a $4,000 home. A $50,- 
000 rise in a corporation’s income 
often leads to a commitment to 
build a $500,000 plant. The reverse 
also applies. A firm that expected a 


| % per cent increase in sales and got 


only 15 per cent may cancel its plans 
to build a $500,000 new factory. It 
that ae- 
count for the steep ups and downs 
of the construction industry. 

It is not the writer’s intention to 
silver the lining of every building 
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cloud. The latter exist and the de- 
cline in the rate of progress in some 
classes of building is ample proof 
of the existence of clouds. If union 
labor is unwise enough to precipi- 
tate rent strikes on a very wide 


scale we may indeed see a sharp 


check to building. It is the margin 
between net. rents and costs that 
determines the operative builder’s 
activity. End the possibility of pro- 
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Condensed Statement, June 30, 1937 





RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 
Due from Banks and Bankers . . $ 520,351,628.66 




















Bullion Abroad and in Transit 64,240.00 
U. S. Government Obligations 646,369,691.82 
Public Securities. ........ 43,256,435.90 
Stock of the Federal Reserve Bank 7,800,000.00 
Other Securities ......... 19,567 ,950.49 
Loans and Bills Purchased ie eal oa 692,612, 703.23 
Items in Transit with Foreign Branches. 1,239,628.81 
Credits Granted on Acceptances 23,838,499.73 
Bank Buildings. a 13,478,861.83 
Other Real Estate . ee ee 468,328.24 
Real Estate Bonds and Mortgages. ; 2,395,167.28 
Accrued Interest and Accounts Receivable 12,638,477.16 
$1,984,081,613.15 
LIABILITIES 

Capital. , $ 90,000,000.00 

Surplus Fund . . 170,000,000.00 

Undivided Profits. 9,891,451.60 
$ 269,891,451.60 
Dividend Payable July 1,1937....... 2,700,000.00 

Miscellaneous Accounts Payable, Accrued 
Interest, Taxes, etc.. ........., 21,268,337.41 

Acceptances ...... .  $42,222,396.84 

Less: Own Acceptances 

Held for Investment 18,383,897.11 
23,838,499.73 

Liability as Endorser on Acceptances and 
DONUT kt tt 3,927,091.00 
Agreements to Repurchase Securities Sold. 1,440,600.00 

Deposits ...... $1,637,713,246.69 

Outstanding Checks 23,302,386.72 
1,661,015,633.41 
$1,984,081,613.15 
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ducing buildings at a cost at which 
they can be rented profitably, and 
you end building volume. 

During the past 5 months of the 
year, 60 per cent of new residential 
floor area has been built by opera- 
tive builders, speculative if you 
wish. The driving power has, of 
course, been the desire for profit. If 
we remove this incentive through 
either unduly high building costs, 
arbitrarily fixed rents or excessive 
costs of operating buildings, we re- 
move the real driving force that 
gives us volume. The conclusion is 
that restraint is needed on the part 
of labor, vendors of materials and 
contractors to prevent them from 
killing the goose that lays the golden 
eggs, especially at this time when the 
stage is set for building revival. 

As to the long term direction of 
building activity, it is only neces- 
sary to keep in mind the housing 
shortage, the still vast backlog of 
factory and utility construction and 
modernization, the revival of flow of 
population from farm and_ small 
town to the cities and their suburbs, 
and the rapid growth in public de- 
mand to rebuild blighted areas, wipe 
out slums and make our cities more 
attractive places to live in. Vast 
changes in the appearance of our 
cities will gradually develop as we 
rebuild them for better living and 
working conditions. However, there 
will be many interruptions and down 
swings will produce their ephemeral 
moments of pessimism. But the long 
term position of the construction in- 
dustry is secure. 





What the Congressional Re- 
volt Means to Business 
Legislation 





(Continued from page 403) 


It has provoked powerful opposi- 
tion from strange quarters. Organ- 
ized labor underwrites its general 
tenets, but prefers to achieve its 
aims through unionization cam- 
paigns rather than under govern- 
mental sanction and _ supervision. 
C.1.0. excesses in the steel and 
motor industries have prejudiced 
the chances of all industrial legisla- 
tion, and this measure in particular. 
Many farm organizations suspect 
that it may increase living costs, 
and wipe out the advantages they 
have gained from rising prices for 


440 


their products. It has been de- 
nounced as unworkable by the two 
men at the Capital who enjoyed a 
practical, though punishing, experi- 
ence in supervising the original ex- 
periment in industrial stabilization 
—NRA Chieftains Hugh Johnson 
and Donald Richberg. 

In its stead there may be enacted 
a measure outlawing child labor and 
the sweatshop by barring sale of 
their products in states which have 
enacted similar legislation. There is 
also a likelihood, though a remote 
one, of a law fixing minimum wages 
and maximum hours. At the mo- 
ment the most probable compromise 
appears to be a minimum wage 
ranging from $12 to $16 a week, and 
a work-week of from 36 to 40 hours. 
In revising administrative provi- 
sions, Congress will probably estab- 
lish fixed schedules rather than dele- 
gate to a federal agency the power 
to revise them upward or downward 
in accord with changing conditions, 
geographical standards and_ the 
needs of any specific industry. 

Likewise the Norris measure for 
creation of six new power authori- 
ties similar to T V A will be sharply 
amended, if it ever reaches the floor. 
It may eventually become law in 
some form, but it will almost cer- 
tainly go over until some future ses- 
sion. Except to those who framed 
it—“Tommie” Corcoran and “Ben- 
nie’ Cohen—its provisions are ex- 
tremely vague. Moreover, its spon- 
sor, the persevering Senator from 
Nebraska, is confined to the hos- 
pital, and may not be able to resume 
his seat at this session. Without 
the parliamentary pressure and 
strategy which he can apply, the 
bill has almost no chance, especially 
since nobody else in Congress seems 
to be deeply concerned over its fate. 
Under such circumstances power 
legislation at the present session will 
probably be limited to passage of a 
measure vesting control over rates 
and allocation of juice at Bonneville 
in the Federal Power Commission. 

There may be some new farm 
legislation before the gavels fall, but 
it will be piecemeal and provisional. 
Most legislators prefer to give more 
thought than parliamentary exigen- 
cies permit to such novel and costly 
experiments as crop insurance, the 
ever-normal granary and _ heavier 
subsidies in return for restriction or 
shifting of production. But the most 
serious obstacle to Secretary Wal- 


lace’s comprehensive proposals are 
the farmers themselves. 

For the first time in many year 
the producers appear to be indiffer. 
ent to the temptation of handouts 


from the public treasury. With 
prices rising, they prefer to produce 
a larger volume and gamble op 
profits in the open market. Their 
political spokesmen at Washington 
may approve a mere beginning jn 
experimentation with crop insurance 
and a storage system against lean 
years, applying it to one or two basic 
crops, but there they will balk. The 
only agricultural measure sure of 
approval at the moment appears to 
be the farm tenancy measure for 
relief of share-croppers in the deep 
South, but even this will provide 
for loans and federally underwritten 
leases rather than the Senate scheme 
for governmental purchase of vast 
acreage of land and long-time finane- 
ing of farms. Organized agriculture, 
in short, accepted federal largesse 
when times were bad and taxes high, 
but now that prices are zooming, it 
says to Uncle Sam: “Thanks for the 
buggy-ride, but now we can go it 
alone!” 

The other major measure—gov- 
ernment reorganization — will be 
framed with an eye to politics rather 
than efficiency. Congress will prob- 
ably give Mr. Roosevelt the six 
additional secretaries he has _ re- 
quested, and establish another ex- 
ecutive department for consolidation 
of authority over welfare move- 
ments under one head. But it will 
not overhaul the Civil Service sys- 
tem, and it will not endorse his de- 
mand for abolition of the Con- 
troller General and_ transfer of 
checkups of federal expenditures to 
the Bureau of the Budget. In their 
present mood the legislators do not 
take kindly to these suggestions for 
enhancing the power of the Presi- 
dent—Franklin D. Roosevelt or 
those to come after him. 

There’s the lowdown, legislative 
prospect—fair or foul, depending on 
the point of view. But there is one 
point which everybody whose for- 
tunes rise or fall in accord with 
fluctuations on the political board 
at the Capital must keep in mind. 
Mr. Roosevelt has the stubborn 
streak of his Dutch ancestors. If he 
fails to build a more enduring 
foundation under his New Deal at 
this session of Congress, he will try 
and try and try again! 
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Common Stocks Undervalued 
on Earnings and Prospects 
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(Continued from page 424) 


favored by the probability of con- 
tinued gains in building activity and 
home modernization and by the 
prospect of increasing earnings, the 
tock appears to be reasonably ap- 
praised, at recent levels around 40, 
orsome 12 points under the previous 
high this year. 


Beech-Nut Packing Co. 


Unlike many of the leading com- 
panies identified with the food in- 
dustry, Beech-Nut Packing Co. has 
heen able to record a steady, if not 
spectacular, upward trend in earn- 
ings. In this achievement, the com- 
pany has doubtless been fortunate 
in having an exceptionally well 
diversified line of products. It is 
rated as the second largest producer 
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of chewing gum and its other prod- 
ucts include fruit candies, crackers, 
baby foods, spaghetti, and a full line 
of canned meats and specialty vege- 
table products. Emphasis is placed 
on quality, rather than price, and, 
despite keen competition, Beech-Nut 
has apparently been well able to 
hold its own. 

The company is further favored 
by modest capitalization, consisting 
of 45 shares of $7 preferred stock 
and 437,524 shares of common stock. 
The advantage of this capital set- 
up was well demonstrated through- 
out the depression, when the com- 
pany was able to maintain without 
interruption the $3 dividend rate 
inaugurated early in 1929. Last year 
the company paid a special distribu- 
tion to stockholders of $1 per share 
and, beginning with the current 
year, dividends have been main- 
tained on a $4 annual basis, aug- 
mented by extras of 25 cents per 
share at quarterly intervals. Profits 
of $2,709,039 last year were equal 
1086.19 a share on the common com- 
pared with $2,273,757 or $5.20 a 
share in 1935. In the initial three 
months of the current year, net in- 
come of $558,565 was equal to $1.28 
ashare, an increase of more than 
30% over the corresponding period 
of 1936, when net was equal to 98 
cents a share. 

The company’s excellent record, 
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in good times and bad, and the con- 
vincing evidence afforded by the 
showing in recent years, when many 
other food companies have been 
hard pressed to maintain satisfac- 
tory profit margins, serve to place 
the shares among the more conserva- 
tive common stock issues. Even if 
it is conceded that price enhance- 
ment from this poimt on may be 
limited to moderate proportions, the 
shares, nevertheless, should appeal 
strongly to income-minded invest- 
ors. Recent quotation 110. 
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Preferreds 
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use black ink in its earnings state- 
ment. No quarterly statements 
are published and as the figures 
for the half-year will not be avail- 
able until the end of the month, 
the company’s actual earnings are 
problematical. It is known, how- 
ever, that during recent months 
orders have been coming in so fast 
as to raise doubts that they could 
be handled. 

The demand for Foster Wheeler’s 
boilers, condensers, feed water heat- 
ers, pulverized fuel systems and 
other equipment has sprung from a 
number of different sources. The 


general expansion throughout indus- 
try has resulted in an important 
volume of new business; the exten- 
sion of public utility facilities has 
contributed its quota; finally, men- 
tion might be made of the demand 
which has developed as a result of 
the quickening activity in ship 
building. All the evidence points to 
a further increase in industrial ex- 
pansion and the further betterment 
of Foster Wheeler’s business. 

In the light of the company’s ex- 
perience over recent years, it really 
weathered the storm very well. At the 
end of last year, current assets were 
in excess of $4,000,000, of which some 
$500,000 was in the form of cash. Of 
the total current liabilities of $1,- 
155,000, nothing was being borrowed 
from banks. Ahead of the 255,455 
shares of common stock, there were 
outstanding 17,818 shares of 7% 
preferred stock. At one time the 
latter was convertible into two-and- 
a-half shares of common, but the 
privilege has just expired. 

The preferred issue is a small one 
and, now that the company has 
turned the corner, the per-share 
earnings might well rise very fast. 
In 1929 and 1930, respectively, 
profits were equivalent to $75 and 
$90 a share on the preferred. Two 
years of even moderately good busi- 
ness and it might be possible to 
eliminate accumulated dividends in 
cash. 
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turing operations, such companies 
in a period of expanding business 
and rising prices of raw materials 
are almost automatically faced with 
increasing labor costs. It is not 
that these companies with the bene- 
fit of increased volume, may not 
earn large profits, but the added ad- 
vantage enjoyed by those in which 
the item of labor is comparatively 
small is obvious. Consideration 
must also be given to the relative 
ability of a company to advance the 
price of its product sufficiently to 
offset higher labor costs. In the 
cigarette industry, for example, al- 
though the item of labor is low in 
relation to the value of the product, 
it would be difficult to advance cig- 
arette prices to meet higher wages. 
In the electrical equipment and avi- 
ation industries, on the other hand, 
where the ratio of labor costs is com- 
paratively higher, no serious resist- 
ance to higher prices is likely to be 
encountered. The factor of labor 
costs is particularly favorable in the 
case of chemical, carbon black, and 
paint companies. 

As in the case of labor, the factor 
of raw materials is directly related to 
the cost of manufacturing and, by 
the same token, the margin of profit. 
Processing industries such as meat 
packing, corn refining and rubber 
manufacturing which do not own 
their own sources of raw materials, 
but which must provide themselves 
with large inventories are largely at 
the mercy of fluctuating raw mate- 
rial prices. In these industries the 
threat of possible inventory losses 
should be borne in mind and also 
proper allowance made for inventory 
“profits” which are non-recurring, 
if not non-existent. Companies own- 
ing their own sources of raw mate- 
rials enjoy an obvious advantage, as 
do companies of a semi-monopolistic 
character. As in the case of the 
labor factor, however, the factor of 
raw material costs may be appre- 
ciably alleviated in the case of com- 
panies which are in a position to ad- 
vance the price of their product 
sufficiently to absorb higher costs. 
In the matter of raw materials, 
companies most favorably situated 


include, chemical, oil, and non-fer- 
rous metals. 

More specifically, the factor of 
finances is concerned with the ade- 
quacy of liquid working capital. 
Companies requiring large inventor- 
ies or carrying a large item of receiv- 
ables, as in the case of the farm 
equipment manufacturers, may of 
necessity have a large proportion of 
their working capital thus tied up. 
Conceivably, and in order to avoid 
liability for a heavy surplus profits 
tax, a company might be compelled 
to borrow from the banks or arrange 
longer term financing in order to 
pay dividends to stockholders. In 
either event the equity position of 
the common stock might be diluted. 
Also a company with limited cash 
resources would be handicapped in 
plans for plant expansion, new ma- 
chinery or other capital expendi- 
tures, particularly so as it is not 
possible with the surplus profits tax 
functioning to build up sizable re- 
serves. Here also new financing, not 
entirely to the common stockhold- 
er’s benefit, might be necessary. The 
factor of finances must be rated ac- 
cording to individual companies, but 
generally speaking it is likely to 
favor those industries not required 
to carry large inventories. 

The accompanying tabulation in- 
cludes a group of companies which 
appear to be particularly favored by 
one of the more of the four factors 
herein discussed. This list, however, 
is designed to be representative 
rather than all-inclusive and may 
serve as guide in making a diversi- 
fied selection among other industries 
and companies. 





Sterilized Gold Will 
Continue to Pile Up 
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it—has already come upon the mar- 
ket and been absorbed. Then, with 
France off gold for the second time 
and no longer attempting to 
maintain an untenable position 
for her currency, this source of sup- 
ply has been cut off. Thirdly, there 
is every reason to believe that the 
rumors which were current recently 
to the effect that the United States 
proposed to reduce its bid for gold 
alarmed the British Government. 
The British Empire as the greatest 
producer of gold is deeply interested 








in exchanging it at high prices for 
American commodities. Last year 
the United States exported mon 
automobiles to South Africa than 
any other country and what with 
cars, electric refrigerators and $0 
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forth all boats leaving our coast fore This 
South Africa have been loaded to & ter. It 
the gun’l’s. Think of it! South B arv—s 
Africa has been able to obtain 4B jour h 
perfectly good and useful low-priced BE maintai 


American automobile for twenty § awhile 
ounces of gold which our Govem. forces | 
ment has to borrow money to pay Bp an effec 
for and then sinks in a hole in the § come 
ground in Kentucky. they We 

It is natural that anything which cutting 
threatened such a profitable ex. § » tariff 
change would alarm the British B less seri 
Government and it is apparently to ing up 





be the latter’s policy now to absorh & additio1 
a little more of the metal itself in F sess. O 
order, of course, to induce us to con. f cent ye 
tinue absorbing a very fair share. § take al 
To provide additional funds for the F for no « 
purchase of gold, the British Ex. § tant q 
change Equalization fund has been § exchan: 
increased by £200,000,000 and now — amount 
stands at the equivalent of some f obtain 
$2,750,000,000. or the largest fund § add to 





of this kind in the world. the fac 

The relief provided by Great & tional « 
Britain in absorbing some of the — a disas 
burden of maintaining gold at its B level c¢ 


present price was the third reason 
for expecting some slackening of P 
the gold flow to this country. The 
fourth reason, which is not as yet a N 
very strong force, will probably 
prove to be the strongest of them 
all in the long run: this is the grad- (Ci 
ual readjustment of the discrepancy 


| 
‘ 


in purchasing power parities which F position 
is the fundamental cause of all the § prograr 
trouble. As the general American § surplus 
price level works upwards, there is  obtaine 
less inducement for foreigners to F stock s 
buy and invest here. Should the F stock r 
American dollar appreciate in for- F in 1997 
eign exchange to its proper position. f ated o 
it would have the same effect. Both F profits 
these developments, of course, im- F and, in 
ply obstacles to our export trade: F much | 


however, when an export trade can f with a 


only be carried on by exchanging — buck sk 
goods for unneeded gold, we are f dend p 
better off without it. were ce 

Gold and our foreign trade are 4 — holders 
story in themselves: what we are — mind, 2 
interested in here is the abatement F wasad 
of gold imports and it seems that F manage 
one of the surest means open to US  consery 
is to stage a rip-snorting inflation 1 caution 


this country. This would work al With 
right, no question of it. But is t Bfora d 
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possible to have a rise in prices so 
ventle and smooth as to have no 
harmful effects upon the country 
and yet a rise that would attain its 
objective before the country is 
awash with gold? 

This is the crux of the whole mat- 
ter, It is apparent that our Trea- 
gry—still officially on a _ twenty- 
four hour basis—has decided to 
maintain its present policy for 
awhile in the hope that corrective 
forces now in operation will have 
an effect before drastic measures be- 
come necessary. Serious though 
they would be, the consequences of 
cutting the price of gold, or putting 
a tariff upon gold imports would be 
less serious in the long run than pil- 
ing up large quantities of gold in 
addition to those that we now pos- 
sess, On the gold imported over re- 
cent years this country is certain to 
take an enormous commodity loss, 
forno country will take any impor- 
tant quantity from us, giving in 
exchange commodities equivalent in 
}amount to those we have paid to 











‘obtain it. To take more gold will 
add to our loss—to say nothing of 
the fact that any important addi- 
‘tinal quantity of the metal makes 
a disastrous inflation of our price 
‘level certain sooner or later. 





Sears, Roebuck - 
Montgomery Ward 
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position to finance its retail store 
program through reinvestment of 
surplus earnings, whereas the latter 
obtained the needed capital through 
stock subscriptions. Because of the 
stock market conditions prevailing 
in 1927-1929, the new financing cre- 
ated opportunities for spectacular 
profits on Montgomery Ward shares 
and, in addition, income return was 
much more liberal in comparison 
with a commitment in Sears, Roe- 


buck shares. The conservative divi- 


dend policies of the latter, however, 
were certainly better suited to share- 


‘holders of an investment run of 


mind, and it is apparent that there 
Was a disposition shown by the Sears 
management to lay out its carefully 
conserved surplus earnings more 
cautiously in the expansion program. 

Without devoting too much space 
fora detail description of past man- 
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agement policies, it is pertinent to 
observe that the broad aims of the 
two companies were quite similar in 
their retail store program. In both 
cases the venture was virtually 
forced by changing economic condi- 
tions. Montgomery Ward pioneered 
in this project, having four large re- 
tail stores in operation as far back 
as 1921 in connection with its mail 
order plants and having further ex- 
panded the plan in a modest way 
in the following five years. What 
brought both companies around to 
the retail store outlet idea in a large 
way after 1926 was the fact that the 
farmer, their best customer, then 
had money to spend and a car to 
“go to town.” 

The earlier stores were located in 
outlying shopping districts where 
the farmer was going to with his 
money. When farm income was 
virtually paralyzed during the de- 
pression, both concerns were con- 
fronted with the necessity of a major 
change in their plan of operation, 
moving into more populous shop- 
ping centers and emerging with the 
Class A, B and C stores adapted to 
sales and competitive conditions in 
the area served. This meant chang- 
ing locations, closing unprofitable 
outlets and absorbing both inven- 
tory and credit losses inevitable in 
such a shift of front. These changes 
also involved very difficult person- 
nel problems. While this is an in- 
tangible factor that is hard to pin 
down in statistical analysis, there is 
a good deal of support for the belief 
that these personnel problems con- 
tributed heavily to the vanishing 
profit margins of both companies in 
the depression and almost precipi- 
tated a crisis for Montgomery Ward 
in 1931, 

Since both companies are about 


as much alike as two peas in their 
sales methods and their scope, pre- 
vailing economic conditions affect 
their operations in the same way. 
Any comparison of earnings results. 
therefore, is bound to carry pointed 
implications on the relative ability 
of the two managements. The ratio 
tables show a ten-year average profit 
margin for Sears, Roebuck almost 
twice as large as that of Mont- 
gomery Ward. The advantage of 
the former in terms of average per 
share earnings is approximately as 
large. The ratio of net income to 
net worth (aggregate of capital sur- 
plus and reserves) of Sears is only 
about 50 per cent greater. But for 
the availability of almost a hundred 
million dollars of new capital raised 
by the Ward management during 
the stock market boom, this ratio 
likewise would have been about 
twice as large for Sears, Roebuck as 
for its competitor. 

On the record, there is little ques- 
tion but that Sears, Roebuck has 
been the most capably handled con- 
cern from the standpoint of operat- 
ing efficiency, earnings and useful 
employment of financial resources 
over the full term under review. 
This record is based on financial 
statements covering a period of ten 
years, and in the course of this time 
a good deal of water has gone over 
the dam. For both concerns, the 
painful task of taking a mail order 
business and transforming it into a 
retail store-mail order business is 
now about completed. There is little 
doubt from the record that Mont- 
gomery Ward dissipated a larger 
portion of its capital in the transi- 
tion and felt the shock of the de- 
pression more severely. If this is 
laid to the fact that a more opti- 
mistic management was in the saddle 
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during the first stage of the transi- 
tion, it must also be recognized that 
this same confidence and enthusiasm 
probably was also responsible for 
the vast sum of new capital raised 
during the boom. 

Then, of course, the change in 
management during the latter part 
of 1931 is well worth noting in a 
situation of this type where the 
management factor plays such a 
large part in the realization of stock- 
holders’ profits. The present man- 
agement must be appraised on the 
basis of the last 5 years’ operations, 
plus some mental allowance for an 
unhappy state of affairs prevailing 
when the present executive group 
took over the reins. Sales volume, 
profit margins and ratio of net in- 
come to net worth have since been 
restored to the best levels of the 
whole critical ten-year period under 
examination. With generally favor- 
able conditions prevailing last year. 
Montgomery Ward displayed more 
than twice the gain in earnings that 
its larger competitor was able to 
show. Present indications are 
strongly in favor of at least a con- 
tinuation of generally favorable re- 
tail trade conditions this year and 
probably for some time thereafter. 
Consequently, while the more stable 
record of Sears, Roebuck probably 
has greater appeal as an investment 
vehicle, we would conclude that, 
price considered, Montgomery Ward 
shares appear to be the more at- 
tractive commitment for moderate 
term price appreciation. 





Securities That Will Benefit 
From New Deal Policies 
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lieutenants of “talking down” the 
advances in both commodity and se- 
curity markets. With a substantial 
recovery already attained by the 
end of the past year and the 
“brakes” set on the inflationary as- 
pects of the New Deal early in 
1937, it is quite natural that serious 
questions must have arisen in the 
minds of those who planned their 
security commitments on the re- 
covery-or-inflation basis. 

The real objectives of any revolu- 
tionary political or social movement 
are always more clearly distinguish- 
able from the apparent objectives 


when appraised by the historians, 
after the events have taken place. 
But nevertheless the alert investor 
or speculator will make a conscien- 
tious endeavor at least to make a 
tentative appraisal of the probable 
objective when it is apparent that 
an important adjustment of pre- 
vious concepts is in order. At pres- 
ent, political observers are comment- 
ing upon what they believe to be a 
shift to the left in the Administra- 
tion’s general policies and point to 
many of the same elements that 
have confused the investment out- 
look to support their views. 

The socalled Third New Deal has 
fairly well crystallized as a program 
of change which has neither the 
stimulation of recovery nor the at- 
tainment of a high plateau of busi- 
ness prosperity as its objective but 
rather a permanent improvement in 
the position of what is now often 
referred to by Administration 
spokesmen as the “submerged one- 
third.” Continued large appropria- 
tions for urban relief and agricul- 
tural benefits; tactical support of 
the C I O movement as a vehicle 
for raising the standards of living 
for the masses; and, at the other 
end, increased taxes directed against 
“concentrated wealth” to finance the 
program. The Wagner Act, the So- 
cial Security Act, the Connery Bill. 
the Robinson-Patman Act, the ever- 
normal granary plan, the undistri- 
buted profits tax and the refusal to 
interfere with lawless acts of union 
organizers represent the trees in this 
picture, but if one stands back to 
see the woods, it becomes clear that 
the picture as a whole is one of 
getting larger spending power into 
the hands of the masses of the peo- 
ple. To epitomize all this from the 
investment management standpoint, 
one might well say, “Redistribution- 
of-wealth-or-bust”—a_ redistribution 
of the national income for the bene- 
fit of the underprivileged groups to 
which presumably the present re- 
gime will look for its political 
strength in 1940 or a “bust” for 
those pushing the program if. it 
fails. 

To carry the discussion into fur- 
ther detail would involve considera- 
tion of purely theoretical views as 
to motives and dangerous forecasts 
as to outcome. As the above ap- 
praisal stands, it would embrace a 
good many individual viewpoints 
each one permitting the same gen- 
eral conclusion, namely, that the 


heads-I-win-tails-you-lose conpanig 
in this scheme are the concerns with 
which the public at large spends its 
income, rather than the Privileged 
few. Such companies might logic. 
ally be classified as follows; first, 
those which would benefit directly 
such as the merchandising companies 
who trade at retail with the spend. 
ing public; second, those who ar 
one step further removed from the 
mass purchasing power such as the 
manufacturers of consumers goods 
for national distribution. 

Many other manufacturing and 
service companies would also stand 
to gain at least second or third stage 
advantages by the inevitable stimu. 
lation upon trade in general from 
expansion in mass purchasing power, 
Particularly in the third group, con- 
siderable discrimination must be ex- 
ercised, however, since the benefit is 
distinctly third hand, and the means 
of attaining a higher standard for 
the masses also involve difficult 
financial and trade problems for all 
types of business. For instance, con- 
panies in numerous heavier mant- 
facturing industries would probably 
face increased labor costs and higher 
operating expenses before the stin- 
ulation of enlarged public buying 
worked back to their products or 
services. The luxury trade generally 
would come under question, except 
such lines as popular priced cos 
metics or motion picture companies, 
whose fortunes rise and fall with the 
tide of mass spending power. An- 
other exception in the luxury group 
would be manufacturers of products 
such as automobiles and household 
appliances that may be apparent 
luxuries but, as a matter of eold 
fact, have an exceedingly _ broad 
market in low income groups. 
For example, the American Petro- 
leum Institute recently surveyed the 
auto market by income groups and 
found that close to 3.000.000 fam 
lies with incomes of $1,500 a year 
or less were added to the ranks of 
car owners in the past three years. 
Producers of necessities of life, such 
as food companies appear colorless 
in this general scheme since I 
creased consumption of food stuffs 
invariably lags well behind broad 
gains in popular spending, although 
manufacturers of such items as cloth- 
ing or accessories might be & 
pected to benefit appreciably by the 
buying of better quality products 
when public spending power rises. 

Specific suggestions of companies 
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yell situated to benefit from expan- 
jon in mass purchasing power are 
resented in accompanying tables, 
dassified as to concerns engaged in 
retail trade, concerns producing con- 
mers goods (or services) with na- 
tonal distribution and a third group 
o{machinery manufacturers. Among 
the heavier manufacturing concerns 
i a position to benefit indirectly 
but substantially from the present 
{dministration policies, the ma- 
chinery group appears to have the 
geatest appeal. The gain for pro- 
ducers of farm equipment is, of 
course, directly connected with the 
gor 9 billion dollar farm income in 
prospect. Increased labor costs have 
already stimulated mechanization of 
industrial production, not to speak 
of the larger replacement of indus- 
trial machinery inevitable when in- 
dustry is operating at high speed to 
tun out goods for more liberal 
gending by the public at large. 
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(Continued from page 432) 

reading, characterized by a healthy 
ratio between current assets and cur- 
rnt liabilities. The company ap- 
pears to be in a position to pay out 
a large proportion of its earnings in 
the form of dividends and in this 
comection, it is interesting to note 
that only in 1933 were such pay- 
ments interrupted. As to raw mate- 
ral, the company apparently is not 
confronted with any serious increase 
incosts. Moreover, increasing labor 
costs are not as great a problem be- 
cause such costs are not proportion- 
illy as high as in many other in- 
dustries. A new plant manufactur- 
ing specialized alcohols is expected 
tocontribute additional sales volume 
this year. The cellulose-products 
division appears to be growing both 
fom the standpoint of sales and 
profit possibilities. Quotations on 
the issue will naturally be affected 
by general market action and the 
activities of the principal consuming 
industries. Our optimism for the 
sue is somewhat tempered by the 
outlook for the coal mining industry, 
but the remaining consumers are 
likely to require volume equal to or 
inexcess of that taken last year. Al- 
though some time may elapse before 
the issue reaches the levels at which 
‘ou are holding the stock, the poten- 
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tialities are not lacking and we ad- 
vise the retention of vour holdings 
at this time. 





Barnsdall Oil Co. 


I have in mind an investment in a sound 
oti company. My broker recommends Barns- 
dall Oil and because your counsel has been 
helpful to me in the past, I will appreciate 
your views —R. F. G., Atlanta, Ga. 


As a speculation on continuance 
of favorable conditions in the oil in- 
dustry, the recommendation of your 
brokers in naming Barnsdall as_a 
sound media, is excellent. The 
shares qualify because they represent 
«x concern which is financially strong. 
which is simply capitalized, and 
which, concentrating upon produc- 
tion, holds a strong position in that 
important phase of the industry. 
Barnsdall no longer engages in refin- 
ing and marketing, that division of 
the business having proved unprofit- 
able, and therefore is now free to 
apply its resources to the acquisition 
and development of a strong reserve 
position in which field it has an ex- 
ceptionally good record. The com- 
pany reports for the first quarter of 
1937 an operating profit after de- 
ducting interest and Federal tax of 
$1,880,000 compared with $1,275,000 
for the first quarter of 1936. That 


quarter of this year, after increased 
deductions for depreciation, etc., pro- 
duced a net equivalent to 26 cents a 
share on the outstanding stock. For 
the calendar year 1936 net income 
rose to about $2,260,000 from the 
$741,000 reported in 1935. The com- 
pany has recently acquired new 
lands for development; and their 
potentialities enhance still further 
the prospects for larger output, with 
corresponding earnings improve- 
ment. 





Inland Steel Co. 


Now, when Inland Steel is selling well be- 
low its 1937 high, shall I continue to hold 
shares bought at around 90 last year? Do 
you think I could sell and buy back at lower 
prices?—B. N., St. Louis, Mo. 


We believe it is fairly apparent 
that the decline recently in the mar- 
ket quotations for the shares of In- 
land Steel Co. is attributable directly 
to the strike. That is unquestion- 
ably a heavy contributary factor in 
the general reaction throughout the 
market. The market for some time 
following the outbreak of labor diffi- 
culties showed a little disposition to 
react seriously, but when there 
seemed reason to fear that labor 
leaders were to be unopposed by the 





New York Curb Exchange 





ACTIVE ISSUES 
Quotations as of Recent Date 





1937 1937 
Price Range Price Range 
Recent ——————~. Recent 

Nere and Dividend Hish Low Price Name and Dividend Hish Low Price 
Alum. Co. of Amer.......... 17714 120 143 Imperial Oil (°.50).......... 244%, 20 20%, 
Amer. Cynamid B (*.60)...... 35% 2% 31% fron Fireman (1.20).......... 27% 19%, 20% 
Amer. Gas & Elec. (1.40)..... 483%, 281, 34% Lake Shore Mines (*4)....... 59%, 46% 50 
Amer, Lt. & Tr. (°1.20)...... 264% 17% 18% Ue | eer 16% 9% 13 
Amer. Superpower........... 3 1% 1% Molybdenum............... 113% 814 9% 
Pie PARE Gate Ae cic ciccciinss 1314 6% 8 National Bellas Hess......... 3% 158 2 
Assoc. Gas & Elec. "A"... ... 51% 214 3 National Sugar Ref. (2)....... 28 24%, 25% 
INS IIE 5 oa Sie sec sccsaer 53% 25% 31% New Jersey Zinc (*2)........ 94%, 72 T1'\, 
Cities Service Pfd............ 60 39 444%, Newmont Mining (11.50)..... 135% 92 102 
Colum, G. & E. ev. Pfd. (5)... 10444 62 73 Niagara Hudson Power....... 16% 9%, 12% 
Colum Oil & Gas (+.20)..... 10% 534 8% Niles-Bement-Pond ({1.00).... 56 40 54% 
Commonwealth Edison (*4).... 139 104 115% Mat Ame LOR ieicc ci ccaee %, 24, 314 
COME COREE. 656 isccccces 115% 7%, 10% No. Am. Rayon “A" (1.50)... 50% 353%, 45% 
Consol. Gas Balt. (3.60)...... 891, 64 72%, Pan-Amer. Airways (*1)...... 75% 59 67% 
Creole Petroleum (*.50)...... 383g 281%, 38 Pees OW. ocicccsccicaase 9% 514 8, 
Eagle Picher Lead ({.20)...... 27% 17% 21 Pennroad Corp. (+.25)........ 53% 3% 3% 
Elec. Bond & Share .......... 28% 13% 17% Pitts. Pl. Glass ({2.50)........ 147% 114% 124 
Elec. Bond & Share Pfd.(6).... 871% %6% 70 Sherwin-Williams (*4)........ 154%, 118 13214 
Ex-Cell-O A. & T. (1.20)..... 27%, 183%, 19% Technicolor (7.50)........... 31 18%, 28% 
ne 8%, 2% 4 United Ges Com............. 135 7% 9% 
Ford Mot. of Can. "A" (1).... 29% 21% 22% United Lt. & Pw. "A". ...... 119% 4 6%, 
MUNOIO FOB 655 .6:6.055.5500%% <5 384%, 18% 25 United Lt. & Pwr. Pf. “"A".... 75% 333%, 46% 
Glen Alden Coal (1.1214).... 15 91% 9% 
Gulf Oil of Pa. (¢.50)........ 634% 50 57 t Paid this year. 
Hudson Bay M. & S. (1.75)... 42 254%, 31% * Annual rate—not including extras. 
Humble Oil (1.50). ......... 87 72 80 t Paid last year. 
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Government in a program which the common stock, after allowing constituted that the managemen fe stock 
gave little consideration to respect for dividend requirements on the can elect to increase proportionat, Pressed 
for property rights, there was quite Class “A.” Of course, leverage in production in the metals which com. of the 
naturally widespread concern among the capital structure, enters as a mand most favorable market Prices, fm SaPes | 
stockholders, not only of steel factor in the substantial betterment — thus neutralizing the effect of a price jp rent a5 
companies directly affected, but im net earnings, but a comparison of — reaction, and taking full advantage jy 218, 1M 
throughout industry generally. _ the 1937 first quarter with that of of market strength in any one gjpcurent 
When, and if, these fears are set at 1936, in the item of gross profit on these metals. At existing price jp 109- ( 
rest, there would be every reasonable sales is equally convincing, the fig- levels in the copper metal market, jf oo!s¢' 
assurance of a price recovery in the ures respectively being close to is argued from a sound premise, tha fy iol | 
shares of such outstanding corpora- $2,000,000 as against only slightly prices should stabilize and at curren, ff yee? 
tions as Inland. Earnings justify more than $1,000,000 for the first quotations, Cerro de Pasco is able ty 58 
higher prices and the trend in earn- quarter in the earlier year. Further produce on a very profitable basis jf tious t 
ings supports an optimistic attitude. expansion in the volume of business With the speculative outlook fayop. & butions 
The report for a period of twelve anticipated in the future operations able from the standpoint of futur totalled 
months ending March 31 of this in public utility and electrical equip- earning power, we believe that sare ™ 
year, issued by Inland Steel Co., re- ment industries, very strongly sug- shareholders are justified in looking dicatior 
veals a net equivalent to $10.63 a gests maintenance of earnings at the forward to increased income and § butions 
share on the outstanding stock. Al- improved rate, very likely a continu- appreciation marketwise in the value § of 
most a third of this was earned in ance in the uptrend. An important of their holdings. in View 
the three months’ period ending increase in projected expenditures prospec 
March of this year. For the twelve for additions and betterment is con- stabilit 
months ending March, 1936, earnings templated by the utility industry, General American Transportation § busines 
were equal to only $6.17 a share. In- and it is highly probable that Gen- Corp. ties anc 
land is in a good position to con-_ eral Cable will get its share of the I am told that General American Trans in the 
tinue to obtain its share of the avail- business. These possibilities con- portation may earn as much as $4.50 a share fp 00t fee 
able business in the future. The — sidered, we believe that we can an- this year, compared with $2.92 in 1936. h fully d 
building trade, the automotive trade, | swer your question as to the outlook, a Me: tea mao vA L around Of & picture 
‘ 3 fi “ a si re higher prices possible?—A. L. J., Warren, F: 
railroads and the manufacturers of _ by saying that it still remains quite gpjo. with a 
implements could contribute orders clearly favorable. We suggest reten- kets lat 
in large volume, if general business — tion of speculative commitments. 
activity holds or improves. A far- 
sighted expansion program has en- 
gaged the attention of the manage- Cerro de Pasco Copper Corp. 
ment for some time, and has served 


to round out the position of this 

: ° . will earnings of Cerro de Pasco be seriously operated under lease agreements.B,», .,. 

ee as a well integrated unit, affected? Will you kindly advise whether to Earnings tend to parallel the general - "? 

owning Its own ore and coal mines, continue to hold this stock as an attractive t € inducteial activity. cae F 

furnaces, mills and _ distributing — speculation?—P. B. W., Pasadena, Calif. oe ee repeer . y “1 I Mos 
cause much business is done with ost 


agents. We consider the prospect 7 7 — : i 4 Mack ' 
definitely favorable, and believe that Quite obviously, a decline in the the large packing companies an bin th 
vou would run a risk of missing your world price for copper metal, has others engaged in the food industry. prank. 
; lowered potential earning power of a degree of stability is provided P curr 
all producers of the metal depending which stood the company in good fad in 
upon world markets. It is probably stead during the worst of the depres f Ply W 
correct to say that Cerro de Pasco’ sion years. It is probably to the —* the | 
General Cable Corp. would be able to produce higher manufacturing division, however. jorable. 
Please advise me regarding General Cable  €2tnings if copper metal prevailed at that the company looks for the - 
common. Is its outlook still favorable? I higher than current quotations in greatest expansion. This division en on 
bought some of this stock at 7 shortly after the world markets, but since prevail- of the company has experienced pith th 
you recommended it last year. — E. E. S., ing quotations are higher than those pronounced improvement recently vsuffered 
ee Fer BN. F. prevailing during 1935 and 1936, and indications are that operations j busines 
The income account of General when this company reported earn- will be close to capacity levels the dey 
Cable Corp., for the first quarter of | ings at $3.62 and $3.38 a share re- _ throughout the year, coincident with with th 
the current year, discloses a net spectively, it is not correct to infer the larger equipment orders antic 0 
profit of $887,000 against a net profit that future earning power will be pated from the railroads. As you light tr 
of $211,000 for the first quarter of lower than that reported in the re- state, earnings in the neighborhood fF teady 
1936. This report is rather convinc- cent past. On the contrary, earnings _ of $4.50 a share are not unreasonable Se t 
ing evidence of the favorable posi- seem likely to be well maintained _ to expect this year and given further 0 meet 
tion of this company, under present and there is a very reasonable basis improvement of railroad earnings, requires 
conditions, to register substantial upon which to forecast higher share next year should be even better. In tmulu: 
earning power. The earnings for earnings. The extensive properties this connection it is well to bear egy 
this quarter fully covered the quar- of the company in Peru are produc- mind that the company’s interest Sean 
terly dividend requirements on the _ tive of copper, zinc, lead and silver, the manufacturing end of the bust ae Ir 
7% preferred stock, and showed a with some recovery of gold and other ness has been sizably increased ‘ ter hi 
balance equal to 47 cents a share on metals. These properties are so through the acquisition of a large ontract 
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Through — subsidiaries, General 
American Transportation Corp. is 
engaged in the manufacture of rail- F 
way freight cars especially adopted 
to the requirements of a diversified F ! ™te 


In view of the drop in the price of copper, list of industries. These cars are i. 


market, if you were to carry out 
your proposal. 
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dock interest in the reorganized 
Pressed Steel Car Co. Finances 


of the organization are in good 
shape; at the close of last year cur- 
rent assets amounted to $17,177,- 
8, including $7,234,940 cash, and 
wurrent liabilities stood at $5,153,- 


49. Capital stock outstanding is 
wnservative, amounting to only 
shout 1,000,000 shares at the last 
var-end, while funded debt, con- 
isting of equipment trust obliga- 
fons, totalled $31,951,319. Distri- 
butions to stockholders last year 
totalled $3 a share, while $1.50 a 
share recently was declared and in- 
dications are that last year’s distri- 
butions may be exceeded before the 
end of the current year, especially 
in view of the higher earnings in 
prospect. In consideration of the 
tability afforded the company’s 
business through its leasing activi- 
ties and the potentialities inherent 
inthe manufacturing division, we do 
not feel that existing quotations 
fully discount the better earnings 
picture and are suggesting retention 
with a view to generally better mar- 
kets later on. 


Mack Trucks, Inc. 


| | note that Mack Trucks is selling back 
around its low for the year. Is the company 
doing well? Do you expect it will share 
fully in the next upward phase?—J. F. C., 
Phila, Pa. 


Most recent reports show that 
Mack Trucks, Inc., is participating 
»in the general business improvement 
occurrmg throughout the country 
and indications are that the com- 


spay will continue to do so as long 
to the F 


asthe business picture remains fav- 
omble. Due in part to the fact that 
ithe company’s line of heavy duty 


ptrucks are rather costly as compared 


smith the lighter units, the company 
siffered a severe contraction in its 


the depression. In order to cope 
with this situation, the organization 
introduced last year a number of 
light trucks and buses which found 
a ready market and as now consti- 


uted, the company is in a position 


lo meet practically any bus or truck 


quirement. In addition to the 
timulus afforded the company’s 
operations as a result of lower priced 
tucks, sales of the heavy duty line 


ihave improved measurably. 


litter have long been popular among 
‘ontractors and companies engaged 


LY 17, 1937 


in {ic construction industry and 
w) sideration is given to the 
la ential replacement demand 
bi » «1 these fields during recent 
ye ‘2s prospects for the more 
costly models appear bright. The 
report of the company covering the 
quarter ended March 31, 1937, 
showed a profit of $294,299, equal to 
49 cents a share on the capital stock, 
against $107,447, or 18 cents a share 
in the March quarter of last year. 
Increased operating costs probably 
will tend to narrow profit margins, 
but prospects for volume business 
are such as to indicate earnings for 
the full year 1937 well above the 
$2.41 a share recorded last year. 
Financially, Mack is in good shape, 
which indicates a liberal dividend 
policy if the trend of earnings con- 
tinues to improve. All in all, exist- 
ing quotations for the stock seem to 
largely discount the restrictive in- 
fluence of higher costs and in view of 
the favorable sales outlook, the stock 
would seem to be in a position to 
give a good account of itself in any 
upturn in the general list. 





B. F. Goodrich Co. 





(Continued from page 410) 


line of rubber and canvas footwear. 
The company is rated the leading 
manufacturer of mechanical rubber 
goods, output including commercial 
hose, transmission belts, conveyor 
belts and rubber linings, as well as 
such specialized items as paints, 
paper mill rolls, hard rubber pipe 
and fittings, printers’ rollers. rubber 
bearings and motor mountings. 

Products of these kinds account 
for from one-half to one-third of 
the company’s total sales revenues 
and have acted as shock absorber 
against recurring jolts when the 
going has been roughest in the tire 
division. 

To fortify itself further against 
the ravages of retail competition, 
Goodrich has built up a chain of 
retail stores, numbering some 500 
units throughout the United States 
and Canada, where in addition to 
tires and tubes, a full line of auto- 
mobile supplies and accessories is 
sold. Other leading tire manufac- 
turers have followed a similar policy 
in building up their own retail out- 
lets and as a result they have not 
only attracted additional customers 


but have been able to offer stiffer 
competition to mail order houses 
and other retail distributors, thereby 
lessening the temptation of the latter 
to cut prices in the scramble for 
business. 

About 25 per cent of Goodrich’s 
annual sales of tires and tubes is 
purchased by General Motors for 
original equipment. Of the balance, 
which averaged about 6,000,000 
units in the three years 1933 to 
1935, the bulk was sold to inde- 
pendent dealers, a sizable portion 
was accounted for by the company’s 
own retail units, while purchases by 
oil companies for resale through 
their own retail outlets were also 
fairly large. Formerly, Goodrich 
supplied about half of the tires mar- 
keted by the Standard Oil of New 
Jersey but was compelled by the 
Federal Trade Commission to re- 
linquish this contract last August. 

The company’s principal plants, 
numbering six units, are located in 
Akron, Ohio, the center of the rub- 
ber industry in the United States. 
Other plants, including one in which 
the company manufactures prac- 
tically all of its cord fabric require- 
ments, are located in Watertown, 
Mass., Philadelphia, Silvertown, Ga., 
Los Angeles and Ontario, Canada. 
Manufacturing arrangements and 
facilities are maintained in France. 
England and Mexico, and products 
are distributed in 100 foreign coun- 
tries. It may be significant, in view 
of the prolonged labor troubles ex- 
perienced by Goodrich and other 
companies in Akron, that last year 
the company announced its inten- 
tion of equipping the plant in Oaks, 
Pennsylvania, formerly used for re- 
claiming purposes, to manufacture 
tires and tubes. This may be the 
initial step toward decentralization 
of manufacturing facilities and a de- 
fensive measure against the demands 
of labor. 

Notwithstanding the sizable de- 
pression losses suffered by the com- 
pany. finances were not seriously im- 
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